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ABSTRACT
The complex and paradox situation in the European energy policy attracted  a lot of attention
among the scholars analysing energy. The current unresolved hierarchy of competences between
the member states and the EU creates many obstacles to reach the goals for secure, competitive
and sustainable Europe.
This  project  is  based  on  the  investigations  of  internal  energy  market   which  is  one  of  the
common European strategies contributing for creation of more secure Europe. The project aims
to find out how internal energy market is being implemented, what obstacles it faces and whether
it  would contribute to energy security.  Therefore the project  is  based on the two theoretical
approaches : sociological institutionalism and rational choice institutionalism. The sociological
institutionalism theory will be useful to define  how the EU ( with the focus on the Commission)
shapes the member states perception and behaviour. In other words, the Commission defines the
informal and  formal rules (‘Third energy package’) for the member states; how they should
behave  in  order  to  create  a  common  internal  energy  market.   By  its  informal  rules,  the
Commission emphasizes, that the energy security should be perceived as the common  EU issue
which requires the solidarity among the member states. 
Whereas,  the rational  choice institutionalism theory will  be applied analysing  member states
behaviour which argues that member states are tend to behave rationally in order to seek their
own interests and, contrary to the Commission, perceive energy security as national interest. The
theory will also help to uncover the challenges the EU faces to reach the internal energy market
goal.
After  the  investigations  of  creation  and  implementation  of  energy  policies  (  ‘Third  energy
package’ ), the discussion how to solve the completion of the internal energy market problems
will be outlined.  The discussion also aims to investigate, if there are  other ways to meet energy
challenges and if the creation of the Internal energy market will not diminish the role of the
member states in energy policy -making process. 
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MOTIVATION
It  has been many years  the European Union has been trying to  complete  its  internal  energy
market. Third energy package was not effective enough and it is likely that deadline of 2014 will
not be achieved since member states choose their  own preferences instead.  Furthermore,  EU
Commission  still  lacks  power  since  not  all  directives  released  by it  are  binding.  Therefore,
disagreements of the most significant actors in the process of internal market implementation,
inevitably postpones it for uncertain time.
Taking this into consideration, this project finds it interesting and important to investigate this
problem and aims to find out how internal market creation in Europe can be fostered and who are
responsible  for  such  a  slow implementation  of  it.  Moreover,  how the  history  and  future  in
regards with this specific issue looks like and what are the main outcomes of actual existence of
it.
Taking into account problematic relationship between Russia and the EU project aims to see how
dependence from the main external supplier Russia can be reduced and what member states of
the European Union should do in order to be able to sustain themselves more than it currently
does.
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GLOSSARY
ACER -  The European Agency for the Cooperation of Energy Regulators established in 2010. It
is an Agency of the European Union by the Third Energy Package
BEMIP -  Baltic Energy Market Interconnection Plan. It is the fruit of nine months work at the
initiative of the European Commission (EC) to look at concrete measures to connect Lithuania,
Latvia and Estonia better to wider EU energy networks.
CHP - Combined heat and Power
EC -  European Community
ECSC  - European Coal and Steel Community
ENTSO - European Network of Transmission System Operators for Electricity
ERGEG - The European Regulator’ Group for Electricity and Gas. It is an advisory group to the
European Commission on internal energy market issues in Europe. ERGEG members are the
heads of the national energy regulatory authorities in the EU’s 28 Member States.
EU- European Union
Euratom - European Atomic Energy Community
IEM - Internal Energy market
MS - Member States
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NRAS -  National  Regulatory  Authorities.  Regulatory  authorities  (  independen  bodies)  must
monitor  transmission  and  distribution  companies,  regulate  network  access  and  balancing
services, settle disputes and monitor abuses of market power. 
REMIT  -   Regulation  on  Energy  Market  Integrity  and  Transparency.  It  requires  market
participants to report wholesale energy market contracts within the EU to ACER 
RES -  Renewable energy sources
SEA - Single European Act
TFEU - Treaty of Functioning European Union
Third energy package -  a legislative package for an internal gas and electricity market in the
European Union
TSO -  Transmission system operator. It is an entity entrusted with transporting energy in the
form of natural gas or electrical power on a national or regional level, using fixed infrastructure.
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BACKGROUND 
Energy security has emerged on the governmental agendas around the globe. It is also commonly
referred to in academia and media sources. However, actual definition of “energy security” is
uncertain and often concentrates on economic aspects rather than political ones. 
Rising global demand for energy; concern over the adequacy, reliability, and pricing of energy
supplies;  the  environmental  implications  of  increased  use  of  fossil  fuels;  the  cost  of  those
supplies for developed and developing economies alike; trade and capital  flows; and global
geopolitics are issues that are often included when officials refer to energy security. (Verrastro
& Ladislaw 2007) 
Energy security is relatively recent image in international  relations and security studies. The
decision of Winston Churchill to shift the power source of the Royal Navy’s ships from coal to
oil  on the eve of  World War I  placed the energy security  at  the centre  of  national  strategy
calculations, although concerning exclusively military affairs. Concept of energy, however, in
international relations was first mentioned only after oil crises of 1973 - 4.1
The world energy market experienced important changes after the first oil shock. Energy’s role
was no longer only a military concern. Academic research started to be conducted under the
sponsorship of energy - importing industrialized Western countries, and a number of publications
on the relationship between energy and national and international security occurred from the mid
- 1970s onwards.
The significance of energy imports  -  particularly oil  -  as a connection between national  and
international  problems of  energy was also  described by Thomas  Schelling.   According him,
energy imports are the external component that poses the immediate problems in the national
security. The two extreme and major oil crises suffered by the US, Japan and the industrialized
Western powers in the 1970s led to the idea of energy security as an object of national and
international strategy.2
1 Biresselioghu M. E. (2011 ) European Energy Security Turkey’s Future Role and Impact , England
2 Biresselioghu M. E. (2011 )” European Energy Security Turkey’s Future Role and Impact”, England
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 According to Eurostat, nowadays, the European Union imports almost 55 per cent of its current
energy consumption and this level is expected to grow to 70 per cent in 2030 (Eurostat 2009).
Main problem in  European energy policy is lack of the energy supply diversity from the external
dimension of the European Union.  Main  suppliers involves Russia, the Middle East and North
Africa. Currently , highest dependency is on Russia which uses energy as a tool in its foreign
policy.3 In that sense energy can be viewed as a political weapon. 
Energy policy is important because energy is at the essence of economic and social activity in
industrialised countries. Energy costs affect not only industries with major energy consumption
but industry as a whole and even the cost of living of citizens as well. Especially because of the
impact of energy prices on transport cost and heating. 
‘ While respecting the subsidiarity principle and the environmental requirements for sustainable
development ,  European energy policy aims, therefore, at influencing energy production and
consumption with the objective of securing economic growth and safeguarding the wellbeing of
the citizens of Union’. 4
Policy must , on one hand , to ensure the smooth functioning of the single market in energy
products and services, and , on the other one , guarantee the supply of relatively cheap and secure
(from the  strategic  and environmental  points  of  view) energy resources  to  the  States  of  the
Union. The common energy policy therefore reflects around two axes: the functioning of the
internal energy market and the common external energy policies.
The first wing of the common energy policy aims to establish a genuine internal market for the
products and services of the energy sector. Through the removal of barriers, whether of public or
private origin, and the establishment of the common rules and norms, the appearance of internal
energy market should assure the availability of energy on the most economic conditions for the
3 Biresselioghu M. E. (2011 )” European Energy Security Turkey’s Future Role and Impact”, England
4 Moussis N..M.. (2008) “Access to the European union Law, Economics,Policies” 20th Edition France
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end  -  users.  Regardless  whether  these  are  high  energy consuming  industries  or  just  private
individuals. It is also could contribute to security of supply.
Security  of  energy  supply  referred  as  the  external  energy  policy.  This  second  wing  of  the
common  energy  policy  is  defined  as  the  ability  to  ensure  the  continued  satisfaction  of
fundamental energy needs by means of, on the one hand, sufficient internal resources exploited
under acceptable economic conditions. Moreover, accessibility to stable and diversified external
sources. With this definition, most European countries had a more secure energy supply in the
1950s than they had in the 1970s or even in the 1990s, despite of their efforts in those three
decades.5
The energy sector which is considered to be  a source of high value contracts, finds itself in the
front - line of general public procurement policy and is supposed to benefit from the openness
internal market would provide. It is important to mention that the introduction of competition in
those sectors where public monopolies persist could play a prime role in the integration of the
markets and in the competitiveness of the European Union economy.6
The establishment  of  a  real  internal  market  for  energy also depends on the  development  of
energy trans - European networks, which purpose is to “irrigate” the whole territory of the EU
with cheap, diversified and environment - friendly energy. This development is particularly have
a major importance for the less favoured regions, which previously had no access to the big
interconnected  networks  for  gas  and electricity.  Therefore,  this  being  a  cause but  as  well  a
consequence of their underdevelopment.
Interconnected networks are substantial and vital for the development of healthy competition and
contains assumption to successful creation of internal energy market.7
It is significant to note that EU institutions, particularly EU Commission, are playing effective
role in order to lead Member States towards less dependent and more secure European Union
5 Moussis N..M.. (2008) “Access to the European union Law, Economics,Policies” 20th Edition, France
6 Moussis N..M.. (2008) “Access to the European union Law, Economics,Policies” 20th Edition, France
7 Moussis N..M.. (2008) “Access to the European union Law, Economics,Policies” 20th Edition France
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where  creation  of  internal  energy  market  and  common  policies  are  essential  measures  for
realization of common objectives.
PROBLEM AREA
Energy is at the heart of European construction since it is closely related to economic, social and
environmental issues.  Energy policy in the EC/EU has traditionally been rather insignificant
despite  the  paradox  that  two  of  the  three  original  treaties,  the  ECSC  and  Euratom,  both
concerned energy. 8 However, those treaties did not lead to the development of a common energy
policy, because the governments of the member states, which had a very different interests in the
various forms of energy, played a dominant and decisive role in this policy area. 
Nevertheless, the establishment of the Single European Act ( SEA) in 1985, marked a turning
point in EU policy.9  The establishment of the SEA , led to the increasing role of the Commission
in an area where the member governments have always been the dominant players.10  However,
due to limited Commission’s enforcement, the dispute among the member states in regards to the
creation of common energy policy was not solved, meaning that the EU energy policy remained
a complex phenomenon divided between two poles - supranational and national.
 A new century brought even more challenges into the EU’s energy policy. At the beginning of
the 21st century, the fight against climate change, the vagaries of geopolitic, the terrorist threat
and the necessary reinforcement of institutions emerged with acuteness.11 
 Looking from EU’s energy sector front, the situation is even more complicated. Nowadays, the
EU  faces  many  energy  challenges:  a  high  dependence  on  external  energy  suppliers,  gas
disruptions,  constantly  increasing  energy  prices  and  rising  energy  demand.   According  to
Eurostat statistics , the EU’s dependence estimates 35 % oil, 24% gas, 17 % solid fuels such as
8  Matlary J,H.(1997)  Energy Policy in the European Union, New York: St. Martin’s Press.
9 Matlary J,H.(1997)  Energy Policy in the European Union, New York: St. Martin’s Press, pg.6
10 Matlary J,H.(1997)  Energy Policy in the European Union, New York:  St. Martin’s Press, pg.1
11 Laurent Ulman (2011)  Security of energy supply in Europe. Continuous adaptation, The European files, no 22.
 Available at :  http  ://  ec  . europa  . eu  / energy  / publications  / doc  /20110601_  the  _  european  _  files  _  en  . pdf
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coal, 14 % nuclear power, 10 % renewable sources such as hydropower or wind ).12 In general,
the EU imports around 50 % of all consumed energy. The situation might be viewed even more
complicated,  since Europe depends on a few suppliers,  whereas Russia is  the main strategic
partner which imports 35% of oil and 30% of natural gas.13   The heavy dependence of the EU on
Russia for oil and gas imports is at times a source of concern, meaning that the EU has had
difficulty in agreeing on an energy strategy with Moscow, and Russia continued to sign bilateral
agreements with individual  member states. Furthermore, Europe’s gas disruptions in 2006, when
Russia cut off the gas for Ukraine, caused many concerns for the EU.  
Moreover, the future in Europe’s energy sector is not a lot of promising , bearing in minds, that
Europe’s import dependence has increased in the last two decades and is set to grow to more
than 80 % in the case of oil  and gas by 2035. 14 Therefore, some immediate actions should be
taken into account in order to solve the problem and make the EU less vulnerable regarding
energy issues.
Thus the 2007 action plan ‘ Energy Policy for Europe’ arose not only as the official birth of the
European energy policy but also as ‘a springboard for further action.’15  
The EU has announced three core goals in its energy policy : competitiveness of energy markets,
environment  sustainability,  and  security  of  supply.  In  other  words,  those  three  interrelated
objectives are called energy trinity. 
In order to meet those challenges, the Commission, which is an initiator of those policies,  has
attempted to develop internal as well as external energy policy based on those three interrelated
dimensions. While the main EU’s external activity considered the promotion of the liberalization
of energy markets abroad and aimed to create a common external energy policies, the internal
energy policy dimension was concentrated on creation of the internal energy market.  
12 European Commision ( 2013) Energy challenges and policy. Commission contribution to the European Council 
of 22 May 2013
Available at : http  ://  ec  . europa  . eu  / europe  2020/  pdf  / energy  2_  en  . pdf
13 Ibid
14 Ibid
15 Morata.F. and Sandoval , S.I .( 2012) European Energy Policy. An environmental approach ,UK: Edward  Elgar 
Publishing
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The  internal energy market is essentially dependent on cross-border trade, leading to the end any
isolation of  the member states from gas and electricity networks.  It  has been developed on a
community level  to ensure that consumers  will  have the opportunity to choose at  a fair  and
competitive price. The implementation of internal energy market will involve development of
common  laws,  rules,  and  regulations  in  EU  member  states  regarding  technical  standards,
conditions of access, supply security arrangements, greenhouse gas reduction, energy efficiency,
use of renewable energy sources, and development of new, efficient energy technologies. 16 
However,  the completion of internal energy market, which is one of the ways to ensure secure,
competitive  and  efficient  energy  for  Europe,   is  still  too  slow.  It  means  that  the  effective
implementation of the internal energy market remains one of the challenges EU faces. 
So far, there has been lots of discussion about European energy policy, which is considered as a
complex  phenomenon  due  to  different  forms  of  its  governance  (  supranational  and national
poles) , as well as new challenges to energy policy such as ‘energy trinity’.  
However,  the aim of this project  is  to investigate  whether the completion of internal  energy
market would lead to contribution to energy security and find out the reasons behind the fact,
that implementation of internal energy market is too slow. Therefore, the project will be based on
sociological  institutionalism perspective, considering the Commission as the main actor, which
is able to propagate its policy recommendations and contribute towards the shift in norms and
perceptions  of  energy  issues  through  the  interactions  with  the  member  states.  Moreover,  it
initiates the policies and monitors how the member states implement them. 
 The Commission’s role is now as that on an “ enforcer” of the internal markets.17
16 Voutilainen, P. (2008) Developing energy policy for Europe: a finnish perspective on energy cooperation on 
energy cooperation in the European Union
17 Maltby,T.(2006) European Union energy policy integration. A case of European Commission policy 
entrepreneurship and increasing supranationalism  
14
 Whereas, the rational choice institutionalism theory,  will help to outline the challenges the EU
faces in order to complete the internal energy market. Since this theory defines the interests and
preferences of the member states which might differ from the European Union ones.
PROBLEM DEFINITION
Can internal energy market contribute to European energy security?
RESEARCH QUESTIONS
1. What are the aims and obstacles of the internal energy market? 
 The aim of this research question is to present the current EU’s energy sector situation including
some  statistics in order to show the main challenges the EU faces. Moreover, the internal energy
market and its core objectives in regards to the current European energy situation will be defined.
2. How the internal energy market is being created? 
The second question is the first part of the analysis. This part of the analysis considers how the
institutions( with the focus on the European Commission) create and define the internal energy
market.  Sociological  institutionalism  theory,which  belongs  to  constructivism  approach  and
emphasizes  the  importance  of  ideas  within  institutionalization  and policy formation,  will  be
applied.   Therefore,  how Commission  defines  its   as well  as  the member  states  role  in  this
process will be outlined.
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3. How the Member States implement internal energy market?
The third research question is another part of the analysis. The aim of this research question is to
investigate  how  the  member  states  implement  the  ‘Third  energy  package’  legislations.
Furthermore,   the different  member states  preferences  in regards to energy  (internal  energy
market)  will  be presented which might  explain  the slow development  of the internal  energy
market. Therefore,  this question will be answered in the theoretical part of the project in terms
of applying rational choice theory.
4. Is it sufficient enough to state that implementation of internal energy market is one of the most
important mean to reach common energy security objectives?
The fourth research question will  be part of the discussion, where all the findings ( research
question  2  and  research  question  3)  will  be  presented  and  the  discussion  how to  solve  the
completion of the internal energy market as well as critical points of sufficiency of it will be
discussed. 
THEORY
Institutionalism
Institutionalism is one of  the many  theories in the international relations which emphasizes the
States interactions within the international system. In other words, theory holds that international
system is not - in- practice - anarchic, but has an implicit or explicit structure which defines how
states acts within the structure.
Institutionalism has  various  branches  including old  institutionalism which  focuses  on formal
institutions of government and new institutionalism which is the way to see how institutions
interact and affect the society.  Moreover, institutional economics which approaches economic
16
issues from a macro sociological point of view and new institutional economics that analyzes
social norms and organizational agreements. It’s important to add historical institutionalism as
well which study institutions in order to see how social, political and economic behaviour change
and  develop  across  time  and  space.  Institutionalism  in  political  parties  ,  meanwhile  ,  is
considered as an approach that sees political parties having some capacities for adaptation. Last,
but not least, branch of institutionalism is institutionalism in international relations which is a
group of different theories on international relations which share the similarities on the social and
organizational orders, mechanisms and structures of the international system.
Institutionalists agree, more or less, that "institutions matter". Institutions contain the bias that
individual agents have built into their society over the time, which apparently leads to important
distributional consequences.
 They structure political actions and outcomes rather than simply mirror social activity  and
rational competition among disaggregated units18.
It is important to note that institutionalists of different shades have alternative accounts of just
"how much" institutions matter.
Institutionalists argues that institutions – defined as a set of rules, norms, practises and decision –
making procedures that shape expectations – can overcome the uncertainty that undermines co –
operation.  First, institutions extend the time horizon of interactions, creating an iterated game
rather than a single round. Countries concurring on ad hoc tariffs  may indeed benefit  from
tricking their neighbors in any one round of negotiations. However, countries which know they
must interact with the same partners repeatedly through an institution will instead have stimulus
to comply with agreements in the short term so that they might continue to extract the benefits of
cooperation in the long term.19
18Cini M. & Perez N(2012). European Union Politics, fourth edition. Oxford University Press United Kingdom 
19 Slaughter A. M. (2011) International Relations, Principal Theories. Oxford UniversitPress 11 
17
Institutions collect information and data about the state’s behavior and often make judgements of
compliance or non – compliance with certain rules. States so that know they will not be able to
"get away with it" if they do not comply with a given rule.
Moreover, Institutionalists note that institutions can greatly increase efficiency. It is costly for
the  states  to  negotiate  with  each other.  Institutions  can  reduce the  transaction  costs  of  co  –
ordination by providing centralized forum in which states can meet. Also institutions provided
"focal points" – established rules and norms - which allows a wide array of States to quickly
settle on a particular course of action.20
It is important to separate this theory into two different perspectives: sociological institutionalism
and rational – choice institutionalism since these two perspectives will be analyzed further in
order to examine phenomenon of energy security in the European Union.
Rational choice institutionalism
Rational choice institutionalism which is a  part of international relations institutionalism, that
focuses  on the structures  in  the international  system,  is  based on the assumption  that  actors
behave strategically in order to achieve a fixed set of preferences.21
Preferences  are  therefore  seen  as  external  to  the  integration  process.  Although  actors  are
regarded  as  calculative  utility  –  maximizers,  rational  choice  institutionalists  emphasize  the
significance of institutional context as constraints to the strategic and rational behavior of actors.
Rational choice institutionalism is based on the idea that human – beings are self seeking and
behave rationally and strategically.  The goals of political  actors are organized hierarchically.
They form their  preferences on the basis on their  own interests.  Institutions,  meanwhile,  are
important  because  they  act  as  intervening  variables  meaning  that  institutions  do  not  alter
                  Available at: http://www.princeton.edu/~slaughtr/Articles/722_IntlRelPrincipalTheories_Slaughter_20110509zG.pdf
20 Slaughter A..M.(2011)  International Relations, Principal Theories, Oxford University Press 
Available at: http://www.princeton.edu/~slaughtr/Articles/722_IntlRelPrincipalTheories_Slaughter_20110509zG.pdf
21Eriksson R. (2011) "The European Energy Policy". Lund University department of politics Available at:. http://lup.lub.lu.se/luur/download?
func=downloadFile&recordOId=2063691&fileOId=2063692
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preference  functions,  but would have an impact  upon the ways  in which actors  pursue their
preferences.
It follows that changes in the institutional rules of the game, such as the introduction of the co –
decision procedure which gave the Council and the European Parliament co – legislative power
in  certain  areas,  or  alterations  to  the  voting  rules  within  EU Council  will  induce  actors  to
recalculate the ways in which they need to behave in order to realize their preferences.
The function of institutions is only resolve collective action problems by reducing transaction
costs and uncertainty of behavior.
Institutions  are formed because actors benefit  from them and are preserved as long as they
provide benefits to the participants.
If a key actors plays according to different rules, the institution is fragile since the rules are not
in equilibrium.
Rational choice institutionalism provides useful understanding while examining formation and
development of institutions. Negotiations between member states have often been analysed by
rational choice institutionalism in order to explore how states "preferences affect institutions as
outcomes.22
Strategic behaviour within the European energy policy has been underlined by many scholars.
Matlary argues that member states behaviour, within the European energy policy has mainly
been based on national strategic interests.23
22Eriksson R. (2011) "The European Energy Policy". Lund University department of politics Available at:. http://lup.lub.lu.se/luur/download?
func=downloadFile&recordOId=2063691&fileOId=2063692
23Eriksson R. (2011) "The European Energy Policy". Lund University department of politics Available at:. http://lup.lub.lu.se/luur/download?
func=downloadFile&recordOId=2063691&fileOId=2063692
Eriksson R. (2011) "The European Energy Policy". Lund University department of politics Available at:. 
http://lup.lub.lu.se/luur/download?func=downloadFile&recordOId=2063691&fileOId=2063692
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Van der Linde argues that energy has increasingly become a tool for the strategic functioning of
the state, used in order to ensure political interests. Finally, Natorski & Herranz Surrallés point
out that the Commission’s perception of energy as a commodity can be seen as a strategic action
in order to increase its influence over energy issues.
Sociological institutionalism
Sociological institutionalism is a part of neo - institutionalism which focuses on interactions and
effects  of  institutions  on  society  is  also  influenced  by  constructivism.  The  approach  of
sociological institutionalism regards institutions in broader terms, compared to rational choice
institutionalism.
 Institutions  include  not  only formal rules,  norms and procedures,  but  also moral  patterns,
cognitive scripts and symbol structures that organize “frames of meaning” which affect and
steer actors’ behaviour. Institutions contain of formal and informal rules, practices and  moral
judgements where political struggles are played out.
Sociological institutionalism does not reject the possibility of strategic behaviour of actors, but
highlights that institutions “constitute” actors and construct actors’ views of the world 24
Participants within an institutional setting navigate according to the collectively accepted
written and unwritten rules. Institutions are consequently socially constructed and embody
shared cultural understandings of the world. Yet, institutions do not only influence behaviour by
specifying what actors should do, but also by specifying what one can imagine oneself doing in a
given context.
Institutions  do  not  simply  affect  actors’  strategic  calculations,  but  also  influence  the  very
preferences and identities of participants.  Hence, preferences become partly endogenous to the
institutional setting. Social norms and cultural frames form institutions into symbolic guides that
24Eriksson R. (2011) "The European Energy Policy". Lund University department of politics Available at:. http://lup.lub.lu.se/luur/download?
func=downloadFile&recordOId=2063691&fileOId=2063692
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shape participants  perceptions,  interests  and identities.  Participants  act  in  accordance  to  a
“logic of appropriateness”, taking influence from the institutional environment as they select
appropriate  action  within  a  given  institutional  context.  Sociological  institutionalists  have
therefore been especially interested in the construction and communication of norms 25
Sociological institutionalism emphasizes the importance of ideas within institutionalization and
policy formation. Social actors' perceptions and ideas of the reality influence policy decisions,
which form the selected institutional path. 
Changing  perceptions  of  values  and  interests  are  connected  with  behavioural  change.  The
capacity to shape and communicate particular ideas has become a powerful political tool.26
Sociological institutionalists are concerned with two broad issues: the "culture" of institutions;
and the role of persuasion and communicative action within institutional settings. "Culture is
used to mean the emergence of common frames of reference , norms governing behaviour, and
"cognitive filters". In this account institutions do not simply affect the strategic calculations of
individuals, as rational choice institutionalists contend, but also their most basic preferences and
their identity.27
Political ideas and issues are not pre-given and pre-defined but their definition is often highly
disputed. Particular issues can therefore be constructed as being legitimate enough to be
managed within a certain political level. Therefore sociological institutionalism has emphasized
the importance of moral entrepreneurs, and how actors can turn individual beliefs into broader
understandings.
25Eriksson R. (2011) "The European Energy Policy". Lund University department of politics Available at:. http://lup.lub.lu.se/luur/download?
func=downloadFile&recordOId=2063691&fileOId=2063692
26Eriksson R. (2011) "The European Energy Policy". Lund University department of politics Available at:. http://lup.lub.lu.se/luur/download?
func=downloadFile&recordOId=2063691&fileOId=2063692
27Cini M. & Perez N(2012). “European Union Politics” fourth edition. Oxford University Press United Kingdom 
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Theory in relation to the project
In  this  project  the  theory  of  Institutionalism  -  both  sociological  and  rational  choice
institutionalism - will be examined with the intention of recognizing how institutions influence
the member states of internal  energy market creation. Moreover, the ideology of sociological
institutionalism will be uncovered in order to see how institutions, European Union Commission
in  particularly  ,  influence  policy  making  process  and  encourage  states  for  creation  and
implementation  of  internal  energy market.  The project  will  investigate  how the Commission
leads and promotes member states to cooperate with each other, enabling them to speak with one
voice in order to achieve common objectives.
As well, sociological institutionalism will be a helpful tool in order to examine how Member
States  are  guided  by  collectively  shared  understandings  of  what  constitutes  proper,  socially
accepted behaviour. 
The approach of rational choice institutionalism will provide the project with knowledge of how
member states navigate in order to be secured with energy and how they contribute in order to
create a common internal energy market in Europe. Rational choice institutionalism argues that
member  states  are  seeking  their  own national  interests  and  highlight  their  preferences  first,
instead of acting unanimously. With this in mind, this project will try to find out why member
states are doing so and put their own interests and preferences in the first place. Furthermore the
lack of cooperation between member states in the EU in regards of the internal energy market
creation as it remains a big challenge in order to achieve goals of creating less dependent and
more secured Europe.
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ONTOLOGY AND EPISTEMOLOGY OF THE PROJECT
Epistemology
“True knowledge is a social phenomenon”28
Epistemology is ‘the principles of how knowledge is made: How we get to know, and what is the
relation  between  our  knowledge  and  the  world  it  refer  to’.  29 It  concerns  the  link  between
ontology and methodology as well  as between that reality ( ontology)  and researcher.  “ The
knowledge  of  this  project  is  examined  and  explained  through  constructivism  approach.
Constructivism is first discovered in Berger and Luckamn’s book “The Social Construction of
Reality”, and argues that reality is socially constructed.30
The approach of constructivism – or better to say the type of constructivism which has entered
the international relation mainstream in the last decade – is that it claims to offer a middle way
between rationalism and reflectivism. Constructivists such as Wendt for example see interests as
socially constructed rather than pre – given , which means that regularities in the international
system are the consequence of collective  (or "intersubjective”)  meanings.  Constructivists  are
interested in how collective understandings occur and how institutions constitute the interests
and identities of actors.31
Therefore,  this  project  is  based  on  constructivism  assumptions  since  the  Commission’s
perceptions in regards to energy will be outlined. Since the Commission perceives the creation of
the Internal energy market as one of the means to contribute to energy security, it defines that the
member states should behave and follow these formal and informal rules. In other words, the
European Commission playing the role as policy initiator and agenda setter in terms of creating
the internal  energy market  meaning it  defines how the member states  should or should not
behave.  Moreover,  institution  shapes  the way in  which actors  view and perceive  the  world.
28 Esmark et.al (2005)Philosophy of Sciences lecture 7, Roskilde University 3rd semester, October 22- 2012, 
Hohnen, Pernille.)
29 Delanty, G ( 2010) Philosophy of social science, Open University Press, Maidenhead: Philadelphia ,pg.12
30 Berger & Luckman, 1996: page 1).
31Cini M. & Perez N(2012). “European Union Politics” fourth edition. Oxford University Press United Kingdom
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While  rational  choice  and  most  of  the  historical  institutionalist  see  interests  as  exogenous
(external)  to  interaction,  sociological  institutionalists/constructivists  understands  them  as
endogenous (internal).  In the other words, interests  are not preset,  but rather the outcome of
social interaction between actors.
According to the regulations and directives European Commission proposes in regards of above
mentioned “Third Energy Package”, member states are supposed to comply and carry out the
rules  written  in  those  certain  documents  and  implement  it  in  their  national  environment.
Therefore, it is safe to state that their  reality is identified by surrounding they live at, meaning by
the executives bodies of European Union.
Ontology 
The ontology of the project will be examined through Realism which is theory of international
relations. Realists state that world politics is driven by competitive self - interest phenomenon.32
Moreover, it can be perceived as awareness and acceptance of the facts and necessities in life as
only practical rather than moral needs.33
Therefore, through the analysis of this project will be shown that member states are responsible
for creating their own reality and structures as well since their own interests and preferences are
not  in  the  last  place.  Since  some legislations  proposed by EU Commission  in  relation  with
implementation of internal  energy market  for EU are not binding, several member states are
acting in their own chosen way and disregard the common rules which authorities  are trying to
implement for all the member states of Union. So that, they tend to put their own interests in the
first place and ensure their own security and future in regards with the issue instead of building
common policies and trying to achieve common objectives set by EU Commission.
32  Rourke, John [2010]. Michael, Ryan, ed. International Politics On The World Stage. Boyer, Mark A,. New York, New York: 
McGraw Hill. p. 1
33 “The free dictionary” 2013 http  ://  www  . thefreedictionary  . com  / realism
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Institutionalists share many of Realism's assumptions about the international system including
that States are self – interested, rational actors seeking to survive while increasing their material
conditions, and that uncertainty pervades relations between countries.  However, Institutionalism
argues and wants to reach a conclusion that co – operation between nations actually is possible.
The central understanding is that co – operation may be a rational, self – interested strategy for
countries to pursue under certain conditions.34
METHODOLOGY
The project will  be based on the mixed methods approach, meaning that the qualitative and
quantitative  data  will  be applied.  The quantitative  data  will  be applied  to the first   research
question in order to outline the European Union energy sector’s situation . Furthermore, some
statistics will be applied to the third research question analysing how the member states comply
with the legislations of the third energy package.
Whereas, the qualitative  data will be applied to the policy documents’ analysis. The qualitative
analysis will be applied to the second and the third research questions in order to find out how
the internal energy market is being created and the reasons which challenge the completion of it.
Therefore, the analysis will be based on two different theories: sociological institutionalism and
rational choice institutionalism. 
In  order  to  investigate  the  second  research  question,  which  aim  is  to  analyze  how the  EU
governance system ( with the focus on the European Commission) has been uploading policy
making  activities  regarding  the  creation  of  the  internal  energy  market,  the  sociological
institutionalism theory will be applied to the analysis. The sociological institutionalism belongs
to constructivism approach and emphasizes the importance of ideas within institutionalization
and policy formation. This chapter investigates whether and to what extent the completion of the
internal energy market have become a tool for pursuing the energy security. In other words, by
34 Slaughter A..M.(2011)  International Relations, Principal Theories. Oxford University Press Available at: 
http://www.princeton.edu/~slaughtr/Articles/722_IntlRelPrincipalTheories_Slaughter_20110509zG.pdf
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means of sociological approach, the section examines the role of the EU ( the Commission) as a
norm-and model- exporter in terms of creation of the internal energy market. Furthermore, the
member states’ compliance with these objectives ( ‘Third energy package’) will be outlined. The
relevant books and European Commission documents’ will be analyzed.
Whereas, the rational choice theory will be applied  for the third research question, in order to
investigate the challenges to the completion of the internal energy market, therefore, the different
preferences of the member states will be outlined as well as the statistics of implementation of
the third energy package.
DATA
In this project the secondary data will be used. Qualitative as well as quantitative data will be
collected mainly from the official European Union databases. The quantitative data will be taken
from the statistical office of the European Union- Eurostat databases.  Its task is to provide the
European Union with statistics at European level that enable comparisons between countries and
regions.
Eurostat was established in 1953 to meet the requirements of the Coal and Steel Community.
Over the years  its  has broadened and when the European Community was founded in 1958
Eurostat became a Directorate-General (DG) of the European Commission. Eurostat’s key role is
to supply statistics to other DGs and supply the Commission and other European Institutions
with data  so they can define,  implement  and analyse  Community policies.  Quantitative  data
meanwhile  brought  an  illustrative  examples  and  therefore  tables  and  graphs  sustained  the
qualitative findings of energy security field.
The  qualitative  data  will  be  used   from the  European  Union  databases  (e.g.  The  European
Commission webpage) and the Official Journal of the European Union. Two directives and the
three  regulations  of  the  third  energy  package  will  be  collected  and  analysed  applying
sociological institutionalism theory. The legislations are dated from 2009, when the European
Parliament and the Council of the European Union adopted. ( It was proposed by the European
Commission in September 2007).  
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Qualitative data is used in this project in order to supplement and support the analysis  of it.
Findings of articles and projects written before hand provide project with the necessary data for
the further investigation of the phenomenon as Internal Energy Market in European Union and
help to understand what has been done so far in order to complete it.
LIMITATIONS
First of all, the project is limited in the period, when the energy policies were created, meaning
that the years from 2006 ( after establishing ‘Green Paper 2006’) to 2013 will be investigated.
The main  focus  will  be  on the internal  dimensions  of  the  energy security  meaning  that  the
creation and implementation of the internal energy market through the interactions between the
member states and the EU institutions ( with the particular attention on the Commission) will be
analysed.  However,  the  external  dimensions  will  be  mentioned  as  well,  since  the  high
dependency on the external energy suppliers poses the energy security problems. Moreover, the
member states’ preferences from the external energy policy dimension’s will also be discussed.
Nevertheless,  it will not be taken into a deeper discussion, since the focus of the project is to
investigate the creation of the internal energy market, which considers the internal dimensions of
European energy security,  and which might contribute to the energy security for Europe. The
natural gas and electricity will be analysed as the main sources of energy . First of all,  they are
the most imported and consumed energy sources within the EU. Furthermore, the third energy
package  ,  which  is  also  the  main  legislation  of  the  internal  energy  market,  contains  the
legislations regarding to electricity and natural gas.
It  is  important  to  mention  the  fact,  that  even  though  there  are  more  ‘actors’   such  as  the
Parliament, the Council, Energy Regulators and so forth, this project considers the Commission
and the member states as the key players  to create and implement the internal energy market. 
The application of the theories such as sociological institutionalism as well as rational choice
institutionalism will be limited as well. It means, that analysis for the creation of the internal
energy market will be based more on formal rules ( laws, regulations,requirements), rather than
on informal rules ( values, norms). The application of the rational choice theory for the second
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part of the analysis considering  the implementation of the internal energy market, will be limited
in a sense, that the member states’ preferences will be defined. The cooperation between the
member states in order to reach their preferences will not be analysed.
1. What are the aims and obstacles of the internal market creation in EU?
The main  goal  of  the  first  research  question  is  deep representation  of  the current  European
Union's  energy  sector  situation  including  also  statistics.  Therefore,  main  challenges  and
asperities which the European Union facing will be introduced.
Furthermore,  the  internal  energy  market  and  its  core  objectives  in  regards  to  the  current
European energy situation will be shortly described.
Energy is of supreme significance as most modern activity relies on it. An important challenge in
that respect is the possible depletion of natural resources. Indeed, future scenarios by the Eurostat
predicts  that  the global  demand for energy is  increasing.  World  energy demand – and CO2
emissions – is expected to rise by some 60% by 2030. 35   
The graph above perfectly indicates that situation.
35  Eurostat database Available at: http  ://  epp  . eurostat  . ec  . europa  . eu  / portal  / page  / portal  / statistics  / search  _  database
28
The issue of energy security of the European Union (EU) has been high on the European political
agenda  since  the  mid  –  2000s  as  developments  in  the  international  energy  sector  have
increasingly  been  perceived  as  a  threat  by  the  EU  institutions  and  by  member  states’
governments.
In the EU itself, gas demand is set to increase by 24% between 2005 and 2025.36 This can partly
be described by international policy commitments to reduce CO2 emission, given the suitable
attributes of natural gas in relation to environmental concerns. Moreover, also by its practical
ability to substitute for other fuels in the generation of electricity power.37
Furthermore, the accident at the Fukushima nuclear power plant caused by the earthquake and
the tsunami in 2011 is likely to contribute to an increased demand for gas in the EU as sceptics
of nuclear energy will push for a switch to gas – powered plants. 38
36 Behrens A.&Checchi A. and Egenhofer C.(2009) “Long-Term Energy Security Risks for Europe: A Sector-Specific Approach”, CEPS 
Working Document, no. 309, Brussels,, p 14.
37 8 International Energy Agency, op.cit., p.
38 “Turkey caught between Nabucco and South Stream”, EurActiv, 2011.Available at:http://www.euractiv.com/energy/turkey-caught-
nabucco-south-stre-news-504094
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However, despite the fact that there will be a tendency to switch to other energy sources in all
sectors for environmental and economic reasons, oil will still remain the dominant fossil fuel in
the world primary energy mix until 2035.39
High dependency on the external sources
Europe's dependency on the external suppliers is rising rapidly. Unless domestic energy can be
made  as  more  competitive,  in  the  next  20  to  30  years  around 70 % of  the  Union's  energy
requirements,  compared  to  50% nowadays,  will  be  met  by  imported  products  –  some  from
regions threatened by insecurity.40
Reserves are concentrated in a few countries. Today, roughly half of the EU’s gas consumption
comes from only three countries including Russia, Norway, Algeria. It is important to mention
that largest dependency and the most energy EU takes from Russia which is more than 35%. On
current trends, gas imports would increase to 80 % over the next 25 years. 41 
39  International Energy Agency, World Energy Outlook 2010 Factsheet, What does the global energy outlook to 2035 look like?, 
Paris, OECD/IEA,, p. 1.
40 GREEN PAPER "A European Strategy for Sustainable, Competitive and Secure Energy (Commission of the European Communities) 
Availbale at: http://europa.eu/documents/comm/green_papers/pdf/com2006_105_en.pdf
41 GREEN PAPER "A European Strategy for Sustainable, Competitive and Secure Energy (Commission of the European Communities) 
Availbale at: http://europa.eu/documents/comm/green_papers/pdf/com2006_105_en.pdf
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The graph above perfectly  indicates  the Europe’s  situation  of  high dependency on external
suppliers.
High prices
Besides the important dependency, oil and gas prices are rising as well. It has nearly doubled in
the EU over the past two years, with electricity prices following. This is obviously difficult and
affecting the consumers. With increasing global demand for fossil fuels, stretched supply chains
and increasing dependence on imports, high prices for oil and gas are probably here to stay. They
may, however, trigger greater energy efficiency and innovation.
42 Eurostat database 
   Available at: http  ://  epp  . eurostat  . ec  . europa  . eu  / portal  / page  / portal  / statistics  / search  _  database
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In the figure above shifting energy prices are presented:
In phase 1 – very low gas prices and relatively high electricity prices. CHP( Combined Heat and
Power) investment returns are highly attractive across all market segments, industrial and non
industrial. The CHP market grew very dramatically during this period.
In  phase  2  –  gas  prices  double  and electricity  prices  fall  or  remain  flat.  Investment  returns
decline sharply. CHP market continues to grow, but growth rates decline steeply. Industrial CHP
activity  particularly reduces strongly.
In phase 3 – while  gas prices  have risen by around 50% and electricity  prices  have almost
doubled, the spread is still not back where it was in phase 1. Overall market growth is flat, with
industrial CHP flat or in decline - but non industrial CHP growing in some markets (based on
higher electricity prices for smaller customers).44
Internal energy market beginnings 
43 EU industrial energy prices (including taxes) Source: Eurostat, International Energy Agency 2011
44Brown  M. (2011) “Cogeneration growth in Europe - smaller systems have better prospects” Available 
at”http  ://  www  . cospp  . com  / articles  / print  / volume  -12/  issue  -4/  features  / cogeneration  - growth  - in  - europe  - smaller  - systems  -
have  - better  - prospects  . html 
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The first wing of the common EU energy policy aims to establish a genuine internal market for
the products and services of the energy sector. The establishment of the common rules should
ensure the availability of energy on the most economic conditions for the users whether these are
high energy consuming  industries or just private individuals.
The energy sector , a source of high value contracts, finds itself in the front – line of general
public procurement policy and should benefit from the openness it provides. Fiscal alignment by
the  convergence  of  the  real  rates  of  excise  taxes,  pursued  by  taxation  policy,  is  crucially
important  for  the completion  of  the internal  market  for  oil  products.  Last  but  not  least,  the
introduction of competition in those sectors in which public monopolies persist could play a
prime  role in the integration of the markets and in the competitiveness of the EU economy.45
The establishment of a real internal market for energy also depends on the development and
involvement  of  energy trans  –  european  networks,  which  are  meant  to  "irrigate"  the  whole
territory of the European Union with cheap, diversified – from the supply point of view – and
environment – friendly energy. This development is particularly significant for the less favoured
and secured regions, which previously had no access to the big interconnected networks for gas
and electricity. Therefore, this can be a mean and also a consequence to their underdevelopment.
It goes without saying that interconnected networks are essential to the development of a healthy
competition and constitute an assumption to successfully creating an internal energy market. In
this  particular  context,  the  regulation  on  notifying  the  European  Commission  of  investment
projects of interest to the Union in the petroleum, natural gas and electricity, including electricity
from renewable sources,  sectors aims at  anticipating problems,  promoting  best  practices  and
establishing greater transparency on the future development of the Union's energy system.
45 Moussis N. (2008) "Access to the European Union Law, Economics, Policies" 20th edition Available at: 
http://www.europedia.moussis.eu/discus/book_en.html
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Generally speaking, the complete application of EU internal market law – and in particular of
provisions  concerning  the  free  movement  of  goods  and  services,  monopolies,  undertakings
(firms, businesses) - is the fundamental path in order to integrate internal energy market.46
The integration of this market is essential for the competitivity of the economy of the EU and is
irreplaceable contributions for the wellbeing of its citizens. However, the energy sector does not
fully benefit from this integration because the member states still spend security of supply and
the  diversity  of  their  energy  situation  as  an  excuse  for  the  preservation  of  their  national
monopolies  and  of  their  different  regulatory  frameworks.  Therefore,  ensuring  the  effective
implementation of the internal energy market still remains crucial.47
‘Energy trinity’  model
Even  though the  implementation  and creation  of  internal  market  still  remains  slow and not
enough sufficient, member states of the European Union  share similar objectives. Regardless of
their differences and own interests, member states have three common policy objectives which is
also  called  ‘Energy  trinity’  model.  Common  goals  consist  of:  reducing  the  energy  bill  for
households and business ("competitiveness");  ensuring a reliable  and uninterrupted supply of
energy  ("security  of  supply");  and  limiting  the  environmental  impact  of  energy  production,
transport and use ("sustainability:")48
In many cases, these objectives are best achieved through a common framework and joint action
at European Union's level.  Therefore,  three headline targets to be full  -  filled by 2020 were
agreed by Heads of State or Government (often referred to as " 20 20 20 by 2020): reducing CO2
emission by 20 % compared to 1990 levels, raising the share of renewable sources as a part of
the overall EU energy mix to 20% and increasing energy efficiency by 20 %. Those objectives
46 Moussis N. (2008) "Access to the European Union Law, Economics, Policies" 20th edition Available at: 
http://www.europedia.moussis.eu/discus/book_en.html
47 Moussis N. (2008) "Access to the European Union Law, Economics, Policies" 20th edition Available at: 
http://www.europedia.moussis.eu/discus/book_en.html
48 Moussis N. (2008) "Access to the European Union Law, Economics, Policies" 20th edition Available at: 
http://www.europedia.moussis.eu/discus/book_en.html
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are as well  at  the core of the Europe 2020 strategy for the smart,  sustainable  and inclusive
growth.49
A legislative framework is shared between member states as well and its purpose is considered to
deepen  and  unify  the  European  Union  market  through  the  development  of  infrastructure
interconnections, safeguards to secure supply of gas and electricity, consumer rights and a level –
playing field for competition and supervision among energy actors. EU legislation has been put
in place in order to promote the use of renewable energy resources, to reinforce efforts on energy
efficiency and to guarantee the safe exploitation of offshore oil and gas. Unfortunately, amount
of these instruments still have not been implemented.50
The common objectives  and the need of creation of internal  energy market  in the European
Union were proposed by the EU Commission which is the leading executive body in relation to
energy  policies.  In  the  following  research  question  the  role  and  main  functions  of  the
Commission would be examined as well as how this particular institution perceives and helps to
accomplish common goals of the member states.
2. How the Internal energy market is being created?
The purpose of this research question is to investigate how the internal energy market is being
created, emphasizing its objectives mentioned above. Since the Commission is the main player
( initiator) of the creation of the internal energy market, sociological institutionalism theory will
be  applied  to  the  analyses  in  order  to  investigate  how  the  Commission  perceives   the
implementation  of  the  internal  energy  market  and  how  it  would  help  to  contribute  energy
security. The chapter will be structured as follow: at the very beginning, the Commission’s role
in the EU governance and, in particular, in energy sector will be presented. Later on, the reviews
of the theoretical definition on energy security will be outlined. Thirdly, the Commission’s setted
legislations  (  ‘Third energy package’,  which is  a legislative  package for an internal  gas and
49   European Commission ( 2013) "Energy challenges and policy" Commission contribution to the European Council of 22 May 2013 
Avaiale at : http://ec.europa.eu/europe2020/pdf/energy2_en.pdf
50 Ibid 
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electricity market in the European Union ) will be analyzed. Finally , how member states should
implement those legislations proposed by EU Commission will be discussed.
The European Commission
European Commission is the executive body of the tripartite system forming the institutional
framework of the European Union. The Commission dates back to the High Authority of the
European Coal and Steel Community ( ECSC), whereas ‘  the legitimacy of the High Authority
was considered as it was assumed to stem from its establishment by democratic governments, the
controls  that  would  be  placed  on  it  by  the  Council  and  its  position  as  a  non-
partisan,technocratic, expert body’ .51
The  Commission’s  structure  is  very  complex:  it  is  composed  of  executive  wing  (the
Commissioners  and  their  staffs)  and  administrative  wing  (  the  departments  and  ‘services’).
However, the aim here is not to analyse the structure of the Commission, but rather to  look at
the functions implemented by it which are encompassing elements of both intergovernmentalism
( a national dimension) and supranationalism (a European dimension).52 
‘ European Commission has a wide range of functions within the EU system: policy initiation,
the  monitoring  of  policy  implementation,  the  management  of  European  programmes,  an
important external relations role, and other functions that involves it as a mediator amongst the
twenty-eight member states ( from 1 July 2013), and between EU Council and the European
Parliament (EP).’ 53
The Commission performs an important agenda-setting role in the majority of policy areas. It is
responsible  for  initiation  and  formulation  of  almost  all  stages  of  European  policy  process,
however, its role is a more limited in foreign and security policy. 
51  Nugent, N. and. Paterson W.E ,and Wright, V. (2001) The European Commission,,Palgrave, pg.21
52 Cini, M.,  Perez- Solorzano Borragan N( 2013). European Union Politics,fourth edition,UK: Oxford University Press, pg.130
53 Ibid
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The Commission’s drafts and legislations that is to be passed on to the two legislative bodies, the
EP and the Council . In other words, it is called the Community method, when the Commission
proposes the legislations, and the other two institutional  bodies from the supranational arena,
such as European Parliament and the Council  of the European Union , which are legislative
authorities, have to adopt it.
It is crucial to note, that in some cases  Commission’s functions are restricted.  Looking from the
executive functions undertaken by Commission front, the functions are limited in what it can and
cannot do because it is heavily reliant on the member states for many aspects of its executive
work. For some administrative legislations the member states approval is needed, while in some
cases ‘the member states desire to retain in national hands as much executive responsibility as is
compatible with the existence of acceptable levels of mutual trust and policy efficiency. ‘54
Role of the European Commission in energy policy making
In terms of the energy sector, the Commission’s exclusive right to initiate policy is the most
important  one  as  is  its  capacity  to  intervene  in  its  role  as  guardian.  55 In  other  words,  the
Commission performs an important role in some stages of decision-making as well as in agenda
-setting comparing with final negotiations. Since the aim of this chapter is to investigate how the
internal energy market is being created, therefore, the focus will be on the Commission’s role as
the agenda setting.
The Commission  performs a role  as  an agenda setting  in  terms  of  proposing policy papers,
studies , programmes and formal policy directives in the form of draft directives. 
This  status  of  agenda  setting  is  important  not  only  for  defining  policy  problems  and  their
subsequent  solution,  but  also  for  defining  member  states’  positions  at  the  later  stage  of
negotiations.56 
54  Nugent, N. and. Paterson W.E ,and Wright, V. (2001) The European Commission,,Palgrave, pg. 262
55 Matlary,J.H.(1997) Energy Policy in the European Union,New York: St. Martin’s Press , pg.106
56 Ibid
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To put it bluntly, the Commission’s agenda -setting power, means that the Commission has an
ability to regulate the access of participants, in terms of: ‘ by setting agendas, the Commission
may be able to shape state’s own agendas: states will take into account EU-level activities and
likely strategies when formulating their own strategies.’ 57 
The  Commission,  as  a  supranational  policy  entrepreneur,   is  able  to  propagate  its  policy
recommendations and contribute toward the shift in norms and perceptions of energy security. It
does so through interaction with Council working groups, acting as a useful partner to member
states, through building on pre-existing norms of policy-making. 
Moreover,  it  can  also  do  so  through  expertise  and  knowledge  based  authority,  continuous
advocacy,  selling  the  solution  during  the  policy  window  opened  by  the  crisis,  contributing
towards  a  social  construction  of  a  normative  regarding  a  problem  and  an  intersubjective
understanding of a ( supranational) solutions. 58
Development of the Commission’s role in the energy sector
At the very beginning, since the European Union Community was established, the Commission’s
role in the energy sector wasn’t that decisive. On the one hand, the energy policy in the European
Union has never been one of the main areas. 
The first energy concerns were raised in 1968 due to lack of integration in energy sphere. It was
considered as a ‘dangerous trend’ which could be changed only through a ‘Community energy
policy’ which fully integrates the energy sector into the common market.59 In the same year, the
European Commision tried to establish an internal energy market, unfortunately, it failed.
57 Matlary, J.H. (1997) Energy Policy in the European Union,New York: St. Martin’s Press , pg.143
58 Maltby,T.( 2006) European Union energy policy integration : A case of European Commission policy 
entrepreneurship
59 Ibid
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The 1973 ‘energy crisis’ highlighted both concerns about vulnerability to interruption to energy
supply,  and  the  inadequacy  in  securing  supplies  for  the  EU whilst  policy-making  remained
within an intergovernmental domain.
However after 1985, when the Single European Act was established, energy policy became one
of the concerns of the general internal market programme giving rise to various initiatives of an
integrative character designed and carried out by the Commission.60 In other words, it spurred an
effort to develop an internal energy market and beyond that a common energy policy as well. 
However, the Commission’s agenda setting role increased after EU extension in 2004 and 2007,
when  post Soviet countries joined the EU, with a vulnerable and weak energy systems.
As a key strategic goal for the European energy policy, completion of the internal energy market
is commonly perceived as the keystone to meet ‘energy security’  issue and at the same time to
contribute to energy security for Europe. This section will be based on the investigations, how
the European Commission constructs that  perception   and encourages  the member  states  for
creation  and  implementation  of  the  internal  energy  market  through  collectively   shared
understandings of what constitutes proper, socially accepted behavior. Therefore, the first part of
the analysis  aim to theoretically define the concept ‘Internal energy market’ meaning how the
Commission  perceives  it.  So  that,  the  Commission’s  documents  such as  ‘Energy policy  for
Europe 2007’, ‘Green Paper 2006’ , ‘Third Energy package’ will be analysed . 
Theoretical definition of ‘Internal energy market’
As it  was  mentioned  above,  the  Commission’s   role  in  creating  Energy  policies  started  to
increase from the establishment of the internal market in 1985. However, the more attention to
the concept introducing mandatory and comprehensive European Energy policy was approved in
2006, in Commission’s Green Paper ‘A European Strategy for Sustainable,  Competitive and
Secure Energy’  on 8 March 2006, and in ‘Energy Policy for Europe’ approved in 10 January
2007.  Those  two documents  can  be  considered  as  the  first  move  towards  creating  common
60  Matlary, J.H. (1997) Energy Policy in the European Union,New York: St. Martin’s Press , pg.1
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energy policies including ‘energy trinity’  issue as well as the creation and completion of the
internal energy market. Furthermore, these documents highlighted the importance of completing
the  internal  market  in  natural  gas  and  of  creating  a  level  playing  field  for  all  natural  gas
undertakings established in the Community.61
The  Commission  defines  that  the  energy  security  is  related  with  the  fact  that  a  number  of
member  states  are  highly  or  completely  reliant  on  a  single  energy  supplier.  62 As  it  was
mentioned above, most of the EU member states depend on a single supplier- Russia. In other
words, it can be interpreted that the Commission perceives energy as an economic commodity,
whereas due to the lack of competition, the supplier can easily affect the recipients in terms of
increasing energy cost or suddenly disrupted the supply. Moreover, the security of energy supply
is closely related with the public security because unpredictable prices make the consumers very
vulnerable. 
In the ‘Green Paper 2006’ and in ‘Energy Policy for Europe’ as well as in the legislations of the
‘Third Energy Package’, the Commission formulated common energy policy approach (energy
strategy)  containing  three  main  challenges  such  as  competitiveness,  security  of  supply  and
sustainability which can be met in terms of creating Internal energy market. 
‘ What is now important is energy security which was repeatedly referred to in the context of the
creation of the internal energy market. ‘ 63 
Therefore,  it  is significant  to focus on how the Commission has defined the Internal Energy
Market and how effective it has been in creating a regulatory role for itself.
61 Directive 2009/72/EC of European Parliament and of the Council, 13 July 2009 (14.8.2009) Official Journal of 
the European Union, L 211/55
Available at: http  ://  eur  - lex  . europa  . eu  / LexUriServ  / LexUriServ  . do  ?  uri  =  OJ  : L  :2009:211:0055:0093:  EN  : PDF
62  Commission of the European communities (10.1.2007) Communication from the Commission to the European Council and the European
Parliament an Energy policy for Europe ”,Brussels.
Available at : http://ec.europa.eu/energy/energy_policy/doc/01_energy_policy_for_europe_en.pdf
63 Directive 2009/72/EC of European Parliament and of the Council, 13 July 2009 (14.8.2009) Official Journal of 
the European Union, L 211/55
Available at: http  ://  eur  - lex  . europa  . eu  / LexUriServ  / LexUriServ  . do  ?  uri  =  OJ  : L  :2009:211:0055:0093:  EN  : PDF
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‘ The internal market in electricity and natural gas aims to deliver real choice for all consumers
of  the  European  Union,  new business  opportunities  and  more  cross-border  trade,  so  as  to
achieve efficiency gains, competitive prices, and higher standards of service, and to contribute
to security of supply and sustainability. ‘ 64
 In other words, the definition of the internal energy market can be interpreted as one of the main
norms and values of the EU- the freedom. In that case, it guarantees free movement of goods,
services in terms of opening the energy markets and giving the right for consumers freely choose
their suppliers and all suppliers freely to deliver their customers. Furthermore, it also contains
the energy trinity issue. A secure supply of electricity is of vital importance for the development
of  European  society,  the  implementation  of  a  sustainable  climate  change  policy,  and  the
fostering of competitiveness within the internal market.
The EU cannot achieve its challenges of security of energy and  climate change objectives on its
own,  nor  the  member  states  can  achieve  those  goals  acting  individually.  Therefore,  the
cooperation among those two actors is needed.
The Internal energy market has been developed on a community level, whereas its goals involve
development of common laws, rules and regulations in EU member states regarding technical
standards, conditions of access, supply security arrangements, greenhouse gas reduction, energy
efficiency,  use  of  renewable  energy  sources  and  development  of  new,  efficient  energy
technologies. 65
 Put it more bluntly, the energy security should be promoted when the member states comply
with the EU legislations. Therefore interconnections should be developed, effective legislative
and regulatory frameworks must be in place and fully applied in practice. 
64 Ibid
65 Voutilainen, P. (2008) Developing energy policy for Europe: a finnish perspective on energy cooperation on 
energy cooperation in the European Union
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In order to achieve those goals, the Commission emphasizes that all the member states should act
now  and  together,  while  the  principle  of  solidarity  must  be  ensured.  The  principle  of  the
solidarity can be interpreted in a sense, that  the crisis for one member state means the crisis for
the whole Europe. The Commission emphasizes that the energy security should be perceived not
as national interest but rather as the EU issue. 
 The Third Energy package
The third energy package is the new liberalization package for an internal  electricity and gas
market in the European Union. It was proposed on the 19th of September 2007 by the European
Commission,  and  finally  adopted  by  the  Council  of  the  European  Union  and  European
Parliament in June 2009. 66 The core objectives of the third energy package include ownership
unbundling in order to break up monopolies, establishment of an Agency for the Cooperation of
Energy regulators as well as National Regulatory Authority for each member state etc. All those
core objectives of the third energy package has been outlined in the the two directives and three
regulations forming the third energy package.67
● Directive   2009/72/ EC   13 July   2009 concerning   common   rules   for   the   internal   market   in
electricity   and   repealing   Directive   2003/54/ EC
● Directive   2009/73/ EC   of   13 July   2009 concerning   common   rules   for   the   internal   market
in   natural   gas   and   repealing   Directive   2003/55/ EC 
● Regulation   ( EC  )   No   713/2009  of   13  July   2009  establishing    an    Agency    for    the
Cooperation   of   Energy   Regulators
● Regulation   ( EC  )  No   714/2009 of   13 July   2009 on   conditions   for   access   to   the   network   for
cross  - border   exchanges   in   electricity   and   repealing   Regulation   ( EC  )  No   1228/2003
● Regulation   ( EC  )  No   715/2009 of   13 July   2009 on   conditions   for   access   to   the   natural   gas
transmission   networks   and   repealing   Regulation   ( EC  )  No   1775/2005
66European Commission ( 9 June 2011)Commission Staff working document 2009-2010. Report on progress in creating internal gas and 
electricity market, Brussels
Available at :  http://ec.europa.eu/energy/gas_electricity/legislation/doc/20100609_internal_market_report_2009_2010.pdf 
67European Commission(2011)  Single market for gas and electricity
Available at : http://ec.europa.eu/energy/gas_electricity/legislation/legislation_en.htm 
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The Member states  had 18 months  (until  3 March 2011) to transpose those legislations  into
national law. The purpose of the ‘Third Energy package’ is to break down national barrier to gas
and  power  trade  improving  security  of  supply  and  forcing  traditional  incumbent  national
monopolies  to  face  cross-border  competition.  Thus  improving  choice  and  services  for
consumers.  The third  energy package  is  developed  on a  community  level  (  initiated  by the
Commission)  whereas  the  implementation  of  the  internal  energy  market  will  involve
development  of  common  rules,  and  regulations  in  EU  member  states  regarding  technical
standards, conditions of access, supply security arrangements, greenhouse gas reduction, energy
efficiency,  use  of  renewable  energy  sources,  and  development  of  new,  efficient  energy
technologies.
Legislations of the Third Energy Package
The first legislation of the ‘Third Energy package’ is Directive 2009/72/EC concerning common
rules for internal market in electricity. 
The aim of this directive is to establish common rules for generation, transmission, distribution
and supply of electricity, together taking into account the consumers’ protection with a view to
improving and integrating competitive markets in the Community.68 
The  directive  emphasizes  the  importance  of  common  minimum  standards,  respected  by  all
member states, which take into account the objectives of consumer protection, security of supply,
environmental protection and equivalent levels of competition in all member states. 
Whereas, consumer interests which, in that case involve the benefits from a competitive market,
should be at the heart of this Directive. The rules of that directive, defined by the Commission
( the other EU’s institutions ) and which have to be implemented by the member states, meet the
issue of energy trinity. The member states are obliged to implement the rules such as follow :
member states should encourage the modernisation of distribution networks such as through the
68Directive 2009/72/EC of European Parliament and of the Council of 13 July 2009, Official Journal of the 
European Union, 14.8.2009, L 211/55.
Available at: http  ://  eur  - lex  . europa  . eu  / LexUriServ  / LexUriServ  . do  ?  uri  =  OJ  : L  :2009:211:0055:0093:  EN  : PDF
 
43
introduction  of  smart  grids,  which  should  be  built  in  a  way  that  encourages  decentralised
generation  and  energy  efficiency.  Furthermore,  the  member  states  should  balance  between
supply and demand individually,  as well as should ensure that household customers enjoy the
right to be supplied with electricity of a specified quality at clearly comparable, transparent and
reasonable prices.
 The member states should implement ownership unbundling, where the same people are not
entitled  to  exercise  control  over  a  generation  or  supply  undertaking  and,  at  the  same  time,
exercise control or any right over a transmission system operator or transmission system. The
directive  also introduced requirement  for  member states  to  establish  regulators  with specific
competences.  Energy regulators  need to  be  able  to  take  decisions  in  relation  to  all  relevant
regulatory issues if the internal market in electricity is to function properly, and to be fully inde-
pendent from any other public or private interests.
Regulatory authorities shall cover  the balance of supply and demand on the national market, the
level  of  expected  future  demand  and  envisaged  additional  capacity  being  planned  or  under
construction. Moreover, they shall ensure the quality and level of maintenance of the networks,
as well as measures to cover peak demand and to deal with shortfalls of one or more suppliers. 69
The  very  second  legislation  forming  the  ‘Third  Energy  package  ‘  is  Directive  2009/73/EC
concerning common rules for the internal market in natural gas. 
This Directive establishes common rules for the transmission, distribution, supply and storage of
natural gas. It lays down the rules relating to the organisation and functioning of the natural gas
sector,  access  to  the  market,  the  criteria  and  procedures  applicable  to  the  granting  of
authorisations  for  transmission,  distribution,  supply  and  storage  of  natural  gas  and  the
operation of systems. 70
69 Ibid
70 Directive 2009/73/EC, of the European Parliament and the Council of 13 July 2009, Official Journal of 
the European Union, 14.8.2009, L 211/94
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The  directive  defines  that  the  member  states,   as  well  as  the  regulatory  authorities,  shall
cooperate with each other for the purpose of integrating their national markets at one or more
regional levels as a first  step towards the creation of a fully liberalised internal  market.  The
directive defines, that  the  member states should therefore be given a choice between ownership
unbundling and setting up a system operator or transmission operator which are independent
from supply and production  interests.  The member  states  or  the  regulatory  authority  should
encourage the development of interruptible supply contracts;  member states which are affected
and  which  have  not  yet  done  so  should,  therefore,  develop  national  action  plans  or  other
appropriate frameworks in order to tackle energy poverty aiming at decreasing the number of
people  suffering  such situation.  Furthermore,  they also should  foster  the  integration  of  their
national markets and the cooperation of system operators at Community and regional level as
well as incorporating the isolated systems forming gas islands that persist in the Community.71
The third legislation is Regulation (EC) No 713/2009 concerns the establishment  of an Agency
for Cooperation of Energy Regulators.  
The  main  purpose  of  this  Agency  shall  be  to  assist  the  regulatory  authorities  concerning
common rules for the internal  market  in  natural  gas in  exercising,  at  Community  level,  the
regulatory  tasks  performed  in  the  member  states  and,  where  necessary,  to  coordinate  their
action. This Regulation shall be binding in its entirety and directly applicable in all member
states. 72
An independent advisory group on electricity and gas, called the European Regulators Group for
Electricity and Gas (ERGEG), was established by Commission in order to facilitate consultation,
coordination and cooperation between the regulatory bodies in member states, and between those
bodies and the Commission, with a purpose of consolidating the internal markets in electricity
and natural gas. 
The rules for the member states defined in regulation  are as follow: the member states should
cooperate closely eliminating obstacles to cross-border exchanges of electricity and natural gas
71 Ibid
72 Regulation (EC)No 713/2009 of the European Parliament and of the Council of 13 July 2009, Official Journal of
the EU, 14.8.2009, L 211/1
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with  a  view  of  achieving  the  objectives  of  Community  energy  policy.  An  Agency  for  the
Cooperation  of  Energy  Regulators  (the  Agency)  should  be  established  in  order  to  fill  the
regulatory gap at Community level and to contribute towards the effective functioning of the
internal markets in electricity and natural gas. 
The Agency should also enable national regulatory authorities to enhance their cooperation at
Community  level  and  participate,  on  a  mutual  basis,  in  the  exercise  of  Community-related
functions. Moreover, the agency shall monitor regional cooperation between transmission system
operators. The involvement of the Agency is essential in order to ensure that the cooperation
between  transmission  system operators  proceeds  in  an  efficient  and transparent  way for  the
benefit of the internal markets in electricity and natural gas. Since the Agency has an overview
of the national regulatory authorities, it should have an advisory role towards the Commission.
Other Community institutions and national regulatory authorities as regards the issues relating to
the purpose for which it was established.
The fourth legislation of the ‘Third energy package’  is  Regulation (EC) No 714/2009 .  The
regulation  concerns  the  conditions  for  access  to  the  network  for  cross-border  exchanges  in
electricity. This Regulation shall be binding in its entirety and directly applicable in all member
states.  
This  regulation  aims  at  setting  fair  rules  for  cross-border  exchanges  in  electricity,   thus
enhancing  competition  within  the  internal  market  in  electricity.  This  will  involve  the
establishment of a compensation mechanism for cross-border flows of electricity and the setting
of  harmonised  principles  on  cross-border  transmission  charges  and  the  allocation  of  the
available capacities of interconnections between national transmission systems.73 
All transmission system operators shall cooperate at Community level through the ENTSO for
Electricity  in  order  to  promote  the  completion  and  functioning  of  the  internal  market  in
electricity  and cross-border trade.  Moreover,  to ensure the optimal  management,  coordinated
operation  and  sound  technical  evolution  of  the  European  electricity  transmission  network.
Whereas, the member states are obliged to promote cooperation and monitor the effectiveness of
the network operations at regional level as well as to ensure that transmission system operators
73 Regulation (EC) No 714/2009 of the European Parliament and of the Council of 13 July 2009, Official Journal 
of the European Union, 14.8.2009, 
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endeavour to harmonise balancing regimes, streamline structures and levels of balancing charges
in order to facilitate gas trade. 
Cooperation at  regional  level  should be compatible  with progress towards a competitive and
efficient  internal  market  in  gas.  Furthermore,  the member  states  are  required to  provide the
relevant information to the Commission in regards to that. 
The fifth legislation is Regulation (EC)No 715/2009  concerning the conditions for access
to the natural gas transmission networks.
 This Regulation aims at setting non-discriminatory rules for access conditions to natural
gas transmission systems taking into account the special characteristics of national and
regional markets with a view to ensuring the proper functioning of the internal market in
gas.74 
In order to ensure optimal management of the gas transmission network in the Community,
a European Network of Transmission System Operators for Gas (the ENTSO for Gas),
should be established. The tasks of the ENTSO for Gas should be carried out in compliance
with Community competition rules which remain applicable to the decisions of the ENTSO
for Gas. 
Given that, more effective progress may be achieved through an approach at regional level ,
whereas the member states task is promote cooperation and monitor the effectiveness of the
network  operations  at  regional  level.  Furthermore,  the  member  states  were  asked  to
establish an entity or body set up in compliance with Directive 2009/73/EC for the purpose
of  carrying  out  one  or  more  functions  typically  attributed  to  the  transmission  system
operator,  which  shall  be  subject  to  the  requirements  of  this  Regulation.  member  states
should promote  cooperation  and monitor  the effectiveness  of the network operations at
regional .
74 Regulation (EC)NO 715/2009 of the European Parliament and of the Council of 13 July 2009, Official Journal 
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The outcome of the implemented Internal energy market
This section will examine the goals of the requirements for member states uploaded by the
Commission  regarding  the  creation  of  the  internal  energy  market.  In  other  words,  the
benefits of completed the internal energy market will be outlined. Those benefits would be
discussed in  regards  of how member  states  meet  ‘  energy trinity’  issue.  Therefore,  the
paragraph  would  be  divided  into  three  different  graphs,  such  as  “Security  of  supply”,
“sustainability”,  “competitiveness”.  As  it  was  mentioned  above  (  research  question  1),
competitiveness  means  reduced  the  energy  bill  for  households  and  business;  energy
security  refers  to   ensuring  a  reliable  and  uninterrupted  supply  of  energy;  while
sustainability  leads  towards  limiting  the  environmental  impact  of  energy  production,
transport and use.
First of all, the objectives of security of supply will be described. The completion of the
internal energy market, which means liberalisation of  EU market for electricity and gas
with common rules, open the paths for new investments.   In that sense,  the security of
supply is no longer considered to be only a national issue but rather, a common EU interest.
It leads towards the development of Europe’s energy networks, regional cooperation which
might help to avoid future disruptions, since there will be more suppliers with different
energy mixes. An integrated market also provides a more powerful bargaining position for
European energy companies when sourcing energy in global markets since there is a larger
range of options available as regards supply routes and better access to customers. 75
According  to  the  legislations  analyzed  above,  the  Commission  emphasizes  that  the
development of the cross-border interconnections can contribute to security of supply.  It
will  also  lead  towards  the  competitiveness  since  consumers  and industry  could  choose
75 Commission of the European Communities (10.1.2007) Communication from the Commission to the Council 
and the European Parliament . Prospects for the internal gas and electricity market, Brussels, COM (2006) final
Available at:
:http  ://  eur  - lex  . europa  . eu  / smartapi  / cgi  / sga  _  doc  ?  smartapi  ! celexplus  ! prod  !
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energy  for  more  competitive  prices.  Cross-  border  interconnections  in  electricity  and
natural  gas  sectors  allow  energy  imports  from  neighbouring  countries.  It  means  the
emergence of a new providers of power generation which would break up the monopolistic
system ( which exist in most of the EU countries ) and therefore make some countries
vulnerable.  
Electricity  can  reach the  citizens  of  the  Union only  through the  network.  Functioning
electricity  markets  and,  in  particular,  the  networks  and  other  assets  associated  with
electricity supply are essential for public security, for the competitiveness of the economy
and for the well-being of the citizens of the Union.76
Another mean to contribute to security of supply is ownership unbundling. It implies the
appointment of the network owner as the system operator and its independence from any
supply  and  production  interests.  It  is  clearly  an  effective  and  stable  way  to  solve  the
inherent  conflict  of  interests.  It  is  a  structural  separation  between  transmission  system
operators (TSOs), which have to be independent, and generation, production and supply
activities. In other words, by this process a company is divested of some of its asset via
legislation, which would lead towards breaking up of the monopolies as well as collapse of
vertically  integrated  companies  in  a  supply  chain.  By  that,  the  transparency  and  non-
discrimination should be ensured.
According to the directive, in order to develop competition in the internal energy market,
large  non-household  customers  should  be  able  to  choose their  suppliers  and enter  into
contracts with several suppliers to secure their electricity requirements.
Competitiveness  is  closely  related  with  security  of  supply  since  the  integration  of  the
isolated  electricity  markets  of  member  states,  would  provide  more  options  for  the
consumers to choose the supplier with the competitive price. According to the directive:
76 Directive 2009/72/EC, of the European Parliament and the Council of 13 July 2009, Official Journal of the 
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Any system for unbundling should be effective in removing any conflict of interests between
producers, suppliers and transmission system operators, in order to create incentives for
the necessary investments and guarantee the access of new market entrants. 77
Moreover,  the  competitiveness  can  be  enhanced  through  facilitated  integration  of  new
power  plants  into  the  electricity  network  in  all  member  states,  which  leads  towards
emergence  of  a   new  market  entrants.  Furthermore,  power  plants  would  enhance  the
competition and security of supply since more options to choose the supplier will arise.
Market opening, increased cross-border trade, market integration and stronger competition,
all fostered by EU legislation and the enforcement of competition and State aid rules, are
keeping energy prices in check. 78
The obligation of the member states to balance  demand and supply could lead towards
compliance the sustainability issue . It means that if  the member states would decrease
energy consumption, CO2 emissions will be decreased also. It would have a positive effect
to environment protection, which is one of the aims of the energy trinity issue. 
To  shortly sum up the chapter, the European Commission perceives that  the completion of
the internal energy market could provide a lot benefits and would contribute to meet energy
trinity issue, which is considered as one of the goals  the European energy policy faces.
However, the current situation is not that sufficient, since Europe seems to be far away of
completely implemented  internal  energy market.  The Deadline  to  complete  the internal
energy market by 2014 seems not to be met.  The chapter below will discuss the possible
reasons and consequences for this phenomenon.  
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3.What challenges the implementation of the internal energy market?
In order to find out what are the challenges of the completion of the internal energy market,
the analysis of how the member states implement the third energy package’ legislations are
needed to be  made.  Therefore,  some statistics  will  be outlined  how the  member  states
comply with legislations. Furthermore, since those analysis will be made on the rational
choice theory, which argues, that the member states seek their own interests, the list of the
member  states  preferences  in  regards  to  the  creation  of  the  energy will  described  and
analysed.  
In 2010 member states were actively engaged in preparing the transposition of the Directives and
regulations  of  the  Third  Energy  Package  which  was  adopted  in  June  2009.  The  European
Commission has consistently emphasized the significance of a timeous and correct transposition
of the Third package Directives. 
Particularly,  the implementation of the rules on unbundling of networks and new rules on the
functioning of retail markets as well as modernisation of distribution networks, balance between
demand and supply,  national  markets  integration  into the regions are of  a  great  importance.
Moreover,  the need of new rules on the independence and powers of national regulators was
emphasized  for a proper functioning of markets. 79
Before  analysing  how  the  member  states  comply  with  the  legislations  it  is  important  to
distinguish between the regulations and directives forming the third energy package. Regulations
are general provisions of legislation applicable to the entire Union.  As it is defined in Article
288 TFEU: 
79 European Commission ( 9 June 2011)Commission Staff working document 2009-2010. Report on progress in creating internal gas and 
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‘A regulation shall  have general  application.  It  shall  be binding in  its  entirety  and directly
applicable in all member states”.80
It means that the regulations are directly applicable and the member states must apply them into
the national law. Whereas, the directives are binding on those to whom they are addressed and
can be targeted if desired to the specific member states. As it is defined in Article 288 TFEU:
 ‘A directive shall be binding as to the result to be achieved, upon each member state to which is
addressed, but shall leave to the national authorities the choice of form and methods”. 81 
It  means  that  the EU directives  are  not a  primary law so that  the specific  design of appeal
frameworks may differ in each member state. Directives are not directly applicable meaning that
the member states have to implement them while that implementation might differ.
Transposition of the directives into national law
According  to  the  Commission  documents,  by  1  June  2011,  when  the  deadline  for  the
transposition of the directives  has been expired,  the results  of the transposition of the Third
package in the member states have not been reassuring.  None of the member states had yet
notified transposition measures to the Commission, although four member states had filed partial
notification. Only in a few member states had draft legislation been submitted to Parliament for
adoption, while in other few, the government had been empowered by the Parliament to adopt
the  necessary  transposition  measures.  However,  the  measures  themselves  had  not  yet  been
adopted .82 In other words,  the implementation of internal market legislations at national level
was disappointing  meaning that none  of the states transposed  the directives on time.
80 Foster, N. (2012) EU law directions,3rd edition,UK:  Oxford University Press, pg.108
81 Ibid
82  European Commission ( 9 June 2011)Commission Staff working document 2009-2010. Report on progress in creating internal gas and 
electricity market, Brussels 
Available at :
              
http  ://  ec  . europa  . eu  / energy  / gas  _  electricity  / legislation  / doc  /20100609_  internal  _  market  _  report  _2009_2010.  pdf
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The European Commission, which also has a right to  monitor transposition and implementation
of the directives,  was very disappointed with previously mentioned situation.   It  has sent an
additional reasoned opinion to some member states ( e.g. Ireland),  urging them again to fully
transpose the   Directive  of  the  third  energy package.  The Commission  emphasised  that  this
Directive should have been fully transposed by the member states already by 3 March 2011.   If
the member state does not comply with its legal obligation within two months, the Commission
may take further measures and refer the case to the Court of Justice. 
In autumn 2011 the Commission launched infringement proceedings against 19 Member States
for non-transposition of the Third Package Electricity and Gas Directives.83
Moreover, in 2012 and early 2013 reasoned opinions were sent to 16 member states who still had
not completed the transposition. At the end of 2012 and in the beginning of 2013 a number of
member  states  were  referred  to  the  Court.  These  were  Poland,  Slovenia,  Finland,  Bulgaria,
Estonia, the UK and Romania. 
After many cases of the infringement procedures, by 30 April 2013, many of the member states
have  transposed  the  directives  into  national  law.  In  the  European  Commission  document
“Energy challenges and policy. Commission contribution to the European Council of 22 May
2013”, the review of  member states transposition of the directives : “Directive 2009/72/EC of
13 July 2009 concerning common rules for the internal market for electricity” and “Directive
2009/73/EC of 13 July 2009 concerning common rules for the internal market for natural gas”
are outlined. 
According to it, most of the Member States have fully  transposed those directives into a national
law. However, Lithuania declared that it is just partly transposed gas directive, whereas Slovenia,
Finland and the United Kingdom partly transposed both directives. 84
83European Commission (2013) Enforcing EU energy law  
Available at :
 http://ec.europa.eu/energy/infringements/index_en.htm
84 European Commission ( 2013) "Energy challenges and policy" Commission contribution to the European Council of 22 May 2013
Avaiale at : http://ec.europa.eu/europe2020/pdf/energy2_en.pdf
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In order to briefly sum up this chapter, it  is obvious,  that the member states were not very
enthusiastic about implementation of the internal energy market even though  they all agreed on
the creation of it.  The delayed transposition and many cases of infringement  procedures can
confirm that fact and makes it clear that due to differences in member states’ interests, process
still  remains  slow and  incomplete.   The  European  Commissioner  for  Energy expressed  this
doubts in his speech:
“As I just said, we are well on our way for 2014 when it comes to network codes. But at the
same time, it seems we are moving backwards” 85
The  transposition  of  the  directives  into   national  law  does  not  mean  implementation  and
compliance. Since, as it was mentioned above, the EU directives are not a primary law,  the
specific design of appeal frameworks may differ in each member state.
The EU internal market does not truly exist yet and each ministry, national energy regulator and
competition authority continues to act without taking into account the EU common interests.86
The European Union is still far from the objective of achieving a true internal energy market
by 2014,  where every EU consumer has the actual possibility to choose his or her electricity
and gas supplier freely between any EU company. 
85 Gunther Oettinger ( EU Commissioner for energy) (17 May 2013), EU Energy Policy beyond 2014, ACER
Conference, Ljubljana, Speech/13/432, European Commission
Available  at  :http  ://  www  . google  . com  / url  ?  q  =  http  %3  A  %2  F  %2  Fec  . europa  . eu  %2  Fcommission  _2010-
2014%2  Foettinger  %2  Fheadlines  %2  Fspeeches  %2  F  2013%2  F  05%2  Fdoc  %2  F  20130517-
eu  _  energy  _  policy  _  beyond  _2014.  pdf  &  sa  =  D  &  sntz  =1&  usg  =  AFQjCNGZHLnU  2  rgcCuYwVECZNixN  9  L  9  Fgg
86 Commission of the European Communities (19.9.2007) Commission staff working document - Accompanying 
the legislative package on the internal market for electricity and gas - Impact Assessment, 52007SC1179,  Brussels
Available at: http  ://  eur  - lex  . europa  . eu  / LexUriServ  / LexUriServ  . do  ?  uri  =  CELEX  %3  A  52007  SC  1179%3  AEN
%3  AHTML
Gunther Oettinger ( EU Commissioner for energy) (17 May 2013),  EU Energy Policy beyond 2014,
ACER Conference, Ljubljana, Speech/13/432, European Commission
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“ What still needed to be done to be able to call our internal market truly 'complete' by 201487
The achievements of the Internal energy market 
Even though the Internal energy market is not completed yet, it is important to mention , that
some important  achievements  are reached.  The European Commissioner  for Energy in  his
speech made in April 2013 mentioned the achievements which are as follow : the adoption of
the REMIT ( regulation on wholesale energy market integrity and transparency), which sets
clear rules for energy trading and confidentiality in proper market functioning. The adaption of
a EU-wide network code, on allocation of transport capacity in gas pipelines  as well as ACER
which is a single body created with the purpose to monitor the markets, were considered as not
less important achievements.
Moreover, some projects of the Regional cooperation which is considered as very useful in
delivering the necessary investment were implemented as well.  For example, Baltic Energy
Market  Interconnection  Plan  (  BEMIP)  considered  as  a  comprehensive  natural  gas
infrastructure development package and a roadmap for its implementation.  That leads towards
ending the isolation of the Baltic States and Finland and increasing security of supply.88
Member states’ implementation of the directives
As the European Commissioner  for  Energy noted,   member  states  can contribute  a  lot  in
making the internal energy market work. However, incorrect implementation of the rules can
also lead towards a failure. The fact that the internal energy market will not be completed by
2014, as it was expected, raises the concerns that there are some challenges in relation to it.
87Gunther Oettinger ( EU Commissioner for energy) (17 May 2013),  EU Energy Policy beyond 2014,  ACER
Conference, Ljubljana, Speech/13/432, European Commission
Available at :http  ://  www  . google  . com  / url  ?  q  =  http  %3  A  %2  F  %2  Fec  . europa  . eu  %2  Fcommission  _2010-
2014%2  Foettinger  %2  Fheadlines  %2  Fspeeches  %2  F  2013%2  F  05%2  Fdoc  %2  F  20130517-
eu  _  energy  _  policy  _  beyond  _2014.  pdf  &  sa  =  D  &  sntz  =1&  usg  =  AFQjCNGZHLnU  2  rgcCuYwVECZNixN  9  L  9  Fgg
88  European Commission ( 2013) "Energy challenges and policy" Commission contribution to the European Council of 22 May 2013
Avaiale at : http://ec.europa.eu/europe2020/pdf/energy2_en.pdf
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 In November 2012, the Commission identified the main issues to be met: first of all it is the
enforcement  challenge,  addressing  the  insufficient  urgency  with  which  existing  rules  are
implemented and applied in practice. For instance, according to the directive 2009/73/EC ,
member  state  has  the right  to  opt  for  full  ownership unbundling in  its  territory.  Where  a
member state has exercised that right, an undertaking does not have the right to set up an
independent system operator or an independent transmission operator. Another example could
be the independence of the Regulatory authorities of the interests of the gas and electricity
industry  shall  be  ensured.  However,  there  is  a  lack  of  the  specification  of  how  this
independence  shall  demonstrably  be  ensured  and  does  not  guarantee  independence  from
political interests.
Another one is the consumer challenge, addressing the trust of citizens in energy suppliers and
the confidence that the energy market will bring them benefits .
The consumer challenge can be analyzed according to the European Commission document
‘Energy challenges and policy . Commission contribution to the European Council of 22 May
2013’ and  Eurostat statistics.  The main benefit  of the internal energy market  would be an
energy for a competitive price. However, looking at the data from 2012, the results are not that
promising.
‘  Energy bills  for  consumers  are rising  and account  for  a growing share of  the  average
expenditure of households ‘.89
The graph indicates that in the first half of 2012 the electricity price for households differ
obviously. The highest net prices is in  Cyprus, Italy, Ireland, Malta. Whereas the lowest are in
Estonia, Bulgaria, France.  However, the fact that the energy prices are also to a large extent
the result of member state's decisions on tariffs, levies (including support scheme fees) and
taxes have to be taken into account. 90 Moreover, member states with a diverse portfolio of gas
suppliers pay less for imports.  
89  European Commission ( 2013) "Energy challenges and policy" Commission contribution to the European Council of 22 May 2013
Avaiale at : http://ec.europa.eu/europe2020/pdf/energy2_en.pdf
90  European Commission ( 2013) "Energy challenges and policy" Commission contribution to the European Council of 22 May 2013
Avaiale at : http://ec.europa.eu/europe2020/pdf/energy2_en.pdf
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 The last but not least, is the transition challenge. It underlines the enormous task ahead of us
in making our energy systems fit for a decarbonized energy sector in the future. 91 
As it was often mentioned earlier,  the principle of sustainability is also one of the challenges
the  EU  meets.  Therefore,  the  completion  of  the  internal  energy  market  would  help  to
contribute to solve  the environment protection problem.
 The Implementation of Renewable Energy Directive 2009/28 EC of 23 April 2009 ( EU 20
proc. target for renewable energy (RES) share for gross final energy consumption). Whilst on
average such progress to 2010 is good, however, does not reflect the policy and economic
uncertainties  that  renewable  energy producers  appear  to  face  currently.   According to  the
statistics , half of the countries will not meet the target by 2020. 
To shortly sum up the chapter, it is obvious, that even though the member states have started
the implementation of the legislations, however, some incorrect national policies can make a
failure and the completion of the internal energy market, therefore, will be delayed.
In the following chapter the interests and own preferences of member states of the European
Union will be examined in order to interpret the phenomenon of slow process of internal energy
market  implementation  and creation  in  the EU. Moreover,  taking into  account  the  historical
perspective, developments and significant changes in the dominant states will be outlined. Last
but not least, internal and external dimensions of policies analysed in order to understand how
preferences of member states foster and disturb the creation of one, common and internal market
in the European Union.
Member states’ interests
91   Gunther Oettinger ( EU Commissioner for energy) (17 May 2013), EU Energy Policy beyond 2014, ACER
Conference, Ljubljana, Speech/13/432, European Commission
Available  at  :http  ://  www  . google  . com  / url  ?  q  =  http  %3  A  %2  F  %2  Fec  . europa  . eu  %2  Fcommission  _2010-
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This section aims to  analyze  member states’ interests in regards to energy . They might be an
explanation  why the internal energy market is not completely implemented. 
At the very beginning, it is important to mention the role of member governments in energy
policy area. The member states have been dominant from the very beginning ( establishment of
the EC/EU ), and most energy policy in Europe still is made at the level of the member state.92 
Looking from the historical perspective of the member states’ role in EU energy policy there has
already been very little energy cooperation at the European level.93 National energy policies have
clearly dominated  European energy policy since the Second World War,  and in  many ways
limited  what  is  possible  in  the EU context  in  this  field.   Moreover,  energy policy has been
considered as “high politics” familiar to security policy. Since energy is a fundamental factor of
production in all economies and its supply is of essential importance.  In other words, energy
policy has traditionally been a national concern. Most member states consider energy as  national
interests, rather than issue of the European Union. It can be due to  different preferences with
regard to common energy policy. Each country has different energy sources, different structures
of energy sector, their interests from a producer as well as the relationship with them might also
differ.  Some member  states  are  more  dependent  on external  supplier,  another  ones  are  less,
therefore  they  contain  different  strategic  views  about  common energy.   In  other  words,  the
countries are tended to behave rationally, in order to reach their own interests. 94
92  Matlary, J.H. ( 1997)Energy Policy in the EUropean Union,  New York, St. Martin’s Press, p.1
93  Matlary, J.H. ( 1997)Energy Policy in the EUropean Union,  New York, St. Martin’s Press, p.25
94  Ibid
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The table above shows the different level of  energy production among the member states. For
instance,   the  level  of  total  production  of  the  countries  such  as  Germany,  France,  United
Kingdom ( ‘old EU countries’) enormously differ from Estonia, Cyprus, Malta, Latvia, Slovenia
whose level is extremely low. . There is an  obvious difference in share of total production .
Germany in its total production of  energy is mostly dependent on solid fuels, France on the
nuclear energy, while United Kingdom on  crude oil. Whereas, most of the member states with a
low level of total production , they  are mostly depend on renewable energy (Cyprus, Latvia,
Lithuania, Portugal and so forth). The table also indicates, how the level of energy dependence
from external suppliers differ.
 As it was mentioned above, the deviations in the energy mix  in the member states can influence
the different interests and expectations in regards to common energy of the EU.
The two sections below will outline member states preferences from internal as well as external
dimensions.
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 Internal dimension 
Looking  from  the  liberalisation  of  the  natural  gas  and  electricity  market  front,  where  the
Commission and some member states encounter that market integration and liberalization will
enlarge energy security, other member states are very critical to this idea. In some member states
national energy markets remain largely under state control. 
Most member states appear to consider the common energy policy as too contradictory to their
own economic development and threat  to their  national controls.  States argue that in Europe
nationalized industries have, for the most part, provided stability in the energy market. In fact,
the dominant position of energy industries in some countries has led some national governments
to take measures to protect their industries.95 
Most of  the EU member states resolutely  guard their  sovereignty  over  their  energy policies
declaring it a sensitive decision to be taken at the national. Today supply security is still an
unsettled issue, as demonstrated by the low level of convergence in the field of energy given the
asymmetrical  risk  perceptions  and energy mix preferences  of the member states.  As  Stanley
Hoffmann argues, self-interested states are quite obstinate in the face of European integration96
The member states positions towards creation of the internal energy market ( common internal
energy policy) remains self-interested, meaning that if the state does not see that the benefits
from those common policies would be lower than from national energy policies, they are not
really tend to support that idea.
External dimension
95 CRS report for Congress (January 30, 2008) The European Union’s Energy Security Challenges , Paul Belkin, order code: RL 33636
Available at :   http://www.fas.org/sgp/crs/row/RL33636.pdf 
96 Hoffmann S.( 2003) , Obstinate or Obsolete? The Fate of the Nation-State and the Case of Western Europe”, in The European Union: 
Readings on the Theory and Practice of European Integration,ed. Brent F. Nelsen and Alexander Stubb ,USA: Lynne Reiner
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External dimension of European energy policy is  related to creation of common external energy
policy which, according to the EU, is another way to contribute to the security of supply. EU
emphasizes that the member states have to talk with a common voice  with its international
partners  regarding  energy  policy.  97 Even  though  individual  member  states  share  the  same
ultimate goals, the ways in which individual member states approach energy differs from one
country to another, therefore, it is a challenge to create a common external approach regarding
energy policy. 98
 EU member states have collectively confirmed the Commission’s calls to develop a collective
international energy policy. However, while acknowledging that the EU may at times be in a
better position to determine what leverage could be used to advance the collective interests of the
Union as a whole, member states have been careful not to sacrifice their individual rights to
independently pursue external relations to secure energy supplies. It means that some member
states are tended to act more self interested in that dimension as well. Since the EU has problems
with Russia ( the main supplier ) in energy politics, some individual member states sign bilateral
agreements with Russia.99
The member states’ positions on a common external energy policy towards the non-EU suppliers
are shaped by deviations  in their  energy needs and energy mixes,  by the variations  in their
alternative sources of energy (mostly given their geographical closeness to different suppliers),
and by the pre-existing independently concluded energy deals that they have concluded with the
energy providers.100
97 Voutilainen, P. (2006) Developing energy policy for Europe: a finnish perspective on energy cooperation on 
energy cooperation in the European Union
98  Ibid
99  CRS report for Congress (January 30, 2008) The European Union’s Energy Security Challenges , Paul Belkin, order code: RL 33636
Available at :   http://www.fas.org/sgp/crs/row/RL33636.pdf 
100  Kuşku E. (2009) Enforceability of a Common Energy Supply Security Policy in the EU: An Intergovernmentalist Assessment 
Available at:  http://cria-online.org/11_5.htm 
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The dialogue between the EU member states and the key suppliers is another essential aspect of
the  EU’s  energy  supply  security.  A  joint  policy  stance  towards  the  main  producers  is
progressively becoming a major necessity. 
However, this aspect of energy security remains the source of some friction among the member
states,  as  they  are  unwilling  to  shift  the  administration  of  energy  security  to  EU-level
institutions, and often prefer to engage in independent energy deals.101 
Nevertheless, member states chose to preserve their sovereignty over some key aspects of their
energy policies, particularly the kind of energy they will resort to and the suppliers they will
choose to contract with.
First of all it is crucial to note, that there is an obvious difference among the member states’
interests.  Some EU member states rather chose to pursue diverse paths in order to safeguard
their energy situations from risks. For instance, some member states have established long-term
energy  contracts  with  non-EU  energy  exporters  like  Germany  and  Italy  have  independent
bilateral agreements with Russia in order to guarantee the safety of supply in the near future. 
However, choices made by one member state inevitably have an impact on the energy security of
its  neighbours  and  of  the  Community  as  a  whole,  as  well  as  on  competitiveness  and  the
environment.  102Therefore, these member states will not be willing to give up their individual
rights to practice autonomous external energy relations. 
On the other hand, CEE ( Central and Eastern Europe ) countries  experienced long Russian
dominance in the energy sphere. They mostly have a weak energy structures and low level of
national energy production.. They are mostly dependent on a single external energy supplier (e.g
Lithuania, Latvia.).  Furthermore,  due to bad past relationships and  recently increased prices,
these countries will call on the EU to limit Russia’s established power over the issue of energy103.
It means,  that they are more ended to support a European strategy on internal as well as on
external dimensions.
101  Kuşku E. (2009) Enforceability of a Common Energy Supply Security Policy in the EU: An Intergovernmentalist Assessment 
Available at:  http://cria-online.org/11_5.htm 
102 Ibid
103 Kuşku E. (2009) Enforceability of a Common Energy Supply Security Policy in the EU: An Intergovernmentalist Assessment 
Available at:  http://cria-online.org/11_5.htm 
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To sum up, it is obvious, that there is a fundamental differences between the preferences of the
member states.  The self- interest of the member states can be perceived as a serious threat for
the creation of a common policy ( internal as well as external).  Since the member states act self-
interested,they undermine the ‘logic of appropriateness’ and  principle of solidarity  where the
crisis for one country, means a crisis for the whole EU. 
 As Umbach argues, “the EU-27 member states have largely failed to forge a coherent European
energy security and energy foreign policy strategy after their Spring summit of 2007 because its
declared political solidarity has been still lacking.”104
 DISCUSSION 
4. Is it sufficient enough to state that implementation of internal energy market is one of the
most important mean to reach common energy security objectives?
So far,  this  project  sought   to  investigate   the  current  EU energy policies  situation  and in
particular to investigate the phenomenon of the Internal energy market. The project sought to
reveal how it has been created, its aims and obstacles. The findings proved, that the completion
of the internal energy market still remains slow. Therefore, this discussion part  aims to answer
the question how the problem of creation and implementation of internal energy market in the
EU can be solved and what kind of measures should be done or changed in order to achieve it to
function actively. 
In the following, key points and reflection on the research questions will briefly be presented
together with the suggestions on what has to be done next on the internal market implementation
issue. Furthermore, some criticism will be expressed with the goal of finding out why process of
implementation still remains so slow.
104 Article 194 of the Lisbon Treaty, retrieved from http://www.lisbon-treaty.org/wcm/the-lisbon-treaty/treaty-on-the-functioning-of-the-
european-union-and-comments/part-3-union-policies-and-internal-actions/title-xxi-energy/485-article-194.html.
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First research question “What are the aims and obstacles of the internal energy market?”, clearly
indicates that there is a problem in regards of energy in the European Union since a high level of
dependency is shown and current situation of energy sector signals that corresponding measures
needs to be taken. This question was discussed from both- internal as well as external EU energy
policies. However, the internal dimension ( creation of internal energy market) was described
more in details.  The creation of common policy (internal energy market) is proposed and started
to be creating. Furthermore, its core objectives are outlined which evidence market’s necessity.
Second research question: “How the internal energy market is being created?” examines the role
of the EU Commission and shows it as a main regulator in respect of internal energy market
emersion. Legislations and proposals , therefore,  of this executive body are presented where
common rules for member states of the EU are being set in order to lead and conduct them
towards one common policy.  
Findings of the third research question: “What challenges the implementation of internal energy
market?” shows the problem in regards of complying with legislations (“Third Energy Package”)
which were issued by the EU Commission since the member states of the Union are able to
implement  them  according  to  their  discretion.  Moreover,  states  choose  to  put  their  own
preferences in the first place instead of speaking with the common voice energy security wise.
Findings also showed, that due to different energy structures/ energy mixes, relationships with
the external supplier and different level of dependency, the preferences in regards to creation of
common policies differ from the member states.
After research questions are answered, discussion rises with the hesitations of what has to be
changed in the structures of guidance and in the role of EU Commission? Why member states
choose to comply and follow only particular aspects from legislations and  introduce those into
their national setting? Furthermore, how member states are supposed to keep their sovereignty
and take a part in creation of solidarity as well. Last but not least, if the implementation of the
internal energy market really is beneficial and inseparable measure in order to secure the Europe
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or whether a failure of the first trying of creating it ( in 1968)  and slow process and no major
progress next times, actually brings few doubts of the necessity of it.
It is rational to concur that European Union Commission does show much effort in order to
strengthen  and  promote  common  thinking  in  member  states.  It  tries  to  suggest  relevant
legislations  which  according  to  Commission  are  necessary  to  improve  well  -  being  of  the
citizens.
As it was discovered above, this institution becomes more and more powerful executive body in
regards of decision - making and agenda setting in the EU. Nevertheless,  its dominance still
remains restricted and limited in some way.  For instance, some legislations proposed by the
Commission are unbinding. It follows, that member states  have a lot of space in defining and
keeping their own interests and preferences in regards of energy security and accept only certain
parts  of  “Third Energy Package”  which possibly contributes  only to  their  own well  -  being
instead of European prosperity. Here contradiction is met since the EU Commission is the one
trying  to  foster  European united  image and meanwhile  member  states  are  only interested  in
securing their own future.
In order to be bias and objective, it is relevant to relatively justify member states and  argue that
protecting own interests are equal to safeguarding sovereignty as well. Each state does have a
history and likely made particular  effort in order to have what they do now. Therefore,  it  is
important to distinguish member states because energy security wise they are on totally different
levels in regards of production and supply so that has different preferences and are on uneven
stages  in  the  need  of  the  internal  energy  market  being  implemented  in  their  national
environments. This happens because smaller member states are almost completely dependent on
external suppliers of energy with not that well developed energy infrastructure, while the other
members  like Germany, Denmark and so forth  are much stronger in relation of production and
energy supply.
Nevertheless, European Union is an economic and political Union with 28 member states and
operates  through  a  system  of  supranational  institutions.  Even  though  their  own  welfare  is
inevitably important, countries shouldn’t forget that with entrance and agreement of being united
65
some special requirements and commitments must be addressed in their national agendas. One of
the most significant one is acting as a unit with the rest of the states and contributing to EU’s
well  -  being  despite  of  the  size  and  power.  The  Commission,  an  important  body  from
supranational level, encourages  the member states to act according to the principle of solidarity
or ‘logic of appropriateness’ in EU energy policy matter.
Therefore, regardless of sovereignty which is of course cherished by each of the member states
in their own different way, principle of solidarity shouldn’t be forgotten and the European Union
Commission has to keep reinforcing it with its power.
In  the  project  phenomenon  of  internal  energy market  in  the  European  Union  had  the  most
remarks since the goal of the project is to find out how the creation and implementation of it can
be fostered and encouraged. Both roles of the most significant actors( EU Commission and EU
member states) in relation of creation of internal energy market were revealed and showed how
each of them is contributing or rather postponing appearance of it. 
As  it  was  mentioned  before,  after  analysis  of  the  project  were  done,  hesitation  of  the  real
necessity and importance of the common energy policy  was triggered. 
Despite positive factors such as the drop of consumer prices, reduction of the major dependency
of particular member states from external suppliers, slow process of internal energy market and
some negativity expressed towards it, leads to get the sight from different, critical perspective
why is it happening so.
Project  argues  that  one  of  the  biggest  challenge  which  disturbs  oncoming  towards
implementation of internal energy market is unwillingness of certain member states to contribute
to its creation and protecting their national interests instead. As a matter of the fact that indeed is
a disturbance in the completion of the common policy. 
The slow development of the internal energy market can uncover the complex situation in the
EU energy policy making, where both parties  member states, (which look at the energy policy
from national perspective ) and the EU institution, in particular , the European Commission ,
which perceives energy from a supranational perspective “ The European issue”.
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However,  the  findings  showed  ,  that  the  member  states  are  tend  to  navigate  and  not  be
completely dependent on the rules proposed by EU institutions. When some parts of the creation
of internal energy market are considered as not very beneficial, some member states are ted not
to support them. For instance, since the directives, which are not directly applicable, they can be
implemented into national law according to individual state discretion. Furthermore, the ability
of opt-out is also possible. 
In order to make an internal energy market to function, Commission continuously repeating the
importance of adoption of legislations into their  national surroundings. Moreover, there were
cases  presented  that  refusal  of  implementing  “Third  Energy  Package”  directives,  lead
Commission  to  undertake  crucial  consequences  as  reporting  member  states  to  deal  with  an
European Court of Justice while announcing that infringements were met.
Furthermore,  another  way could  be if  the  EU institutions  should make  all  legislations  more
binding, leaving less space for derogations for the member states.
When the legislations  would be more  precisely defined and directly  applicable,  the member
states should apply them into the national law. However, it raises a concern whether it would be
a good way to solve the problem, since the member states’ role would be undermined and the
problem of ‘ democracy deficit’ might occur.  The EU should represent the well being  of its
members, but not undermining their interests and role in the EU policy-making process. The EU
institutions should not limit the national identities of the member states and their personal goals.
The EU should collaborate more with the member states, to hear each opinion and willings.
Moreover, it should try to find the solutions, new requirements and regulations for the Internal
energy market which would be beneficial for the all 28 member states of the EU.
To sum up the discussion part of the project, implementation of internal energy market might
have positive as well as negative effects on the member states of the EU. On the one hand, it is
predicted that appearance of internal energy market would foster and improve security of supply,
competitiveness and sustainability energy wise. However, on the other hand, it is not the only
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way to contribute towards a secure Europe. Therefore,  the EU cooperating with the member
states should find another way ( e.g. external energy policies), if problem with completion of the
Internal energy market will not be solved. 
CONCLUSION
This study was made in order to understand the issue of the Internal energy market and energy
security within the European Union. In other  words,  the aim was to  investigate  whether  the
completion of internal energy market ( market liberalisation ) would contribute to security of
supply which is a key priority to the EU and the member states. However, the findings showed,
that the member states, even though have agreed on the creation of the common market, they are
not that enthusiastic about the implementation the rules and still seek their own interests. 
As it was mentioned earlier, the problem could be due to the limited role of the Commission
meaning  that  some  legislations  which  form  the  ‘Third  Energy  package’,are  not  binding.
Therefore,  member  states  can  behave  rationally  and  implement  just  beneficial  rules  of  the
directives. The recommendation could be - to make the legislations more binding for the member
states so that less room for self-interpretation of the directives for the member states is left. On
the other hand, it would lead to decreasing role of the member states in energy policy -making.
That might cause the crisis of the ‘deficit of the democracy’ within the EU and to make matters
worse even the conflict between the member states and the EU Institutions in European energy
policy making.
The different preferences of the different actors in regards of the same phenomenon- creation of
the Internal energy market which, according to one wing ( Commission), is a way to contribute
to energy security , sustainability and competitiveness within the EU, with the condition if the
member states properly implement the rules established by the EU. Whereas, on the other hand,
the common policies were viewed as beneficial as the individual member state benefit from it. 
The theories of sociological institutionalism and rational choice institutionalism contributed to
analyze that phenomenon.   
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Sociological institutionalism theory in this project was used in order to analyze the Commission's
role in energy policy making, whereas rational choice institutionalism was applied to the member
states and their activities in regards to the creation o a common EU energy policies. However, it
is important to mention,  that the findings showed, that not all member states have such self-
preferences in regards of creation of common policies. 
To sum up, the project revealed in terms of analysing the completion of internal energy market
issue that there is  still  the hierarchical  problem between the EU ( supranationalism) and the
member states ( national  level)  in EU energy policy-making.   Due to those disparities some
member states which are more tend for common policies suffer from high dependency and are
viewed as ‘energy islands’ of the EU. The project  revealed,  that  some amendments  towards
creation  internal  energy market  should be made in  order  to encourage the member  states  to
implement it. 
PERSPECTIVE
Since European energy policies, in particular internal energy market , phenomenon is a widely
investigated  subject  among  many  scholars  and institutes  it  was  not  difficult  to  get  relevant
material in order to start our project and its analysis. As it was previously mentioned, mixed
methods were used to investigate this phenomenon- quantitative data from Eurostat databases,
while qualitative from various policy documents such as treaties, Commission documents etc. 
The project is interdisciplinary, since it is based on  the two subjects such as political science and
economics. However, non theory from economics was used, only statistics were introduced and
discussed in regards to investigated phenomenon.  
In  that  sense,  this  project,  in  some  cases,  is  limited.  For  the  further  investigations  of  this
particular issue, economic theory (e.g .“Theory of market failures’) would be useful to utilise
since it can make analysis more sufficient.
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Furthermore,   energy security  in  regards  of  this  project  was  analysed  from one dimension-
creation of the internal energy market. 
The project does not claim that implementation of the one common market for EU is the only
way  which  can  ensure  energy  security.  However,it  considers  that  it  is  a  mean  which  can
contribute  towards more  secure Europe.  Through analysis  of  the creation  and completion  of
internal energy market another issue was discovered. It is a complicated relations between the
member  states  and  the  EU institutions  emphasizing  lack  of  solidarity  and  common  interest
between these two. 
However, in this project the external dimensions of the energy was  not investigated in depth and
mentioned only from the preferences for the member sates’ side. For the further investigations of
this  phenomenon,  it  would  be  useful  to  utilise  the  external  dimension.  This  dimension  is
considered as a very important because the high dependency on the external suppliers rise energy
security issue for Europe. Furthermore, it would be interesting to make a comparative studies
between internal and external dimensions of the European energy policy. 
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